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NATIONAL STEEL 


It can come today or tomorrow—that time when you need a new 
building for your store, manufacturing plant, warehouse or farm. 


You want your building to be low cost yet handsome. Quickly 
erected yet solidly built. Efficient. Easily maintained. Long lived. 
For ali of these, select a fine building from the broad line that 
has established National Steel, through its Stran-Steel division, 
as a leader in the development of steel buildings. 


And now, color . . . a National Steel first! Today, through its 
Stran-Steel division, National Steel is offering a major new 
building development—beautiful factory-applied color coating in 


lustrous Stran-Satin blue, rose, green, bronze, white, gray or any 
combination. Yes, lasting beauty and extra weather protection 
at a cost usually less than 1 per cent of building cost. (For 
literature, write Stran-Steel Corporation, Detroit 29, Michigan.) 


Pre-engineered buildings in factory-applied colors are typical of 
the many continuing advances that National Steel brings to 
American industry through its six major divisions: Great Lakes 
Steel Corporation, Weirton Steel Company, Enamelstrip Cor- 
poration, The Hanna Furnace Corporation, National Steel 
Products Company and, of course, Stran-Steel Corporation. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 
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Sad Story... 


Several years ago, we suggested to 
one of our customers that he buy 100 
shares of a certain stock selling for 
45\% a share. 

He agreed with our reasoning on 
the stock, but for some reason de- 
cided that he’d wait until he could 
buy it for $45—saving 121, cents a 
share. 

Three years later he was still wait- 
ing. 
some $650 in dividends and something 
like $5,000 in capital appreciation. 


Meanwhile he had lost out on 


An isolated case? 
We would like to think so. 


But the fact is that we get about 
10,000 orders a day that can’t be filled. 
Orders to sell at prices much higher 
than those prevailing. Orders to buy 
at bargain basement levels. 

Not that we don’t believe in the 
proper use of limit orders. We do. In 
fact, 
we'll recommend them. 


where circumstances warrant, 


But when a man is investing for the 
long pull, when he reaches a sound 
decision to buy or sell based on all 
the current facts—including price— 
there’s not much point in postponing 
a sensible course of action to try to 
save a few extra pennies a share. 

In such circumstance, we think the 
right answer is a “market order” to 
buy his stock at the best price avail- 
And the same logic applies 
to selling stock. 


able now! 


We wonder how many investors over 
the years have lost how much by not 
placing a lot more of their orders “at 
the market.” 


Merrill Lynch, 
Pierce, Fenner & Smith 


NCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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Atlas missile, built by Convair (Astronautics) Division of General Dynamics Corporation as prime contractor, 


RCA ELECTRONICS 
CUTS DOWN 
THE C 
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To our missile experts, “is it ready” is al- 
most as important as “how far can it go.” 
For retaliatory power, missile crews must 
be able to launch a maximum number of 
missiles in rapid fire order. 

America’s intercontinental ballistic mis- 
sile, the Atlas, had already proved itself 
for distance on a 5500-nautical-mile range. 
But checkout and launching took several 
hours. So the next step in turning the mis- 
sile into an operational weapon was to 
make it ready for quick action. RCA was 
selected to build an electronic system that 
would radically reduce the countdown 
time at the Atlas Operational Bases now 
under construction. 


Now, in a matter of minutes, this elabo- 
rate electronic system can determine if 
any part needs attention—or signals that 
the missile will be ready to go. 

This automatic checkout equipment 
and launch control system for the Atlas is 
one more of the many ways in which RCA 
Electronics works to strengthen our 
national defense. 
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The Trend of Events 


RAISING U. S. BOND INTEREST RATES . . . No one, least 
of all Congressmen who are presumed to be schooled 
in matters of Federal fiscal policy, should have the 
slightest difficulty in accepting the President’s pro- 
posals for removal of interest rate ceilings on 
Savings Bonds and new Treasury bond issues. It 
would be more charitable to say of the articulate 
opposers of the program, that they were indulging 
in transparent partisan politics, rather than to sug- 
gest that they are incapable of recognizing a fact 
so obvious and inescapable. 

No alternative to the White House proposals was 
suggested because none exists. None, that is, if any 
semblance of orderly public financing is to be pre- 
served and the machinery of government adminis- 
tration kept from falling apart. 

It was interesting to observe that those who cried 
out against removal of the interest rate ceiling (and 
to a lesser extent the higher public debt ceiling) 
were for the most part the 


that low interest rates should be maintained, even 
though they lacked in appeal to buyers? Certainly, if 
the public is not attracted to the 414“ figure, either 
one of two things must happen—the system for is- 
suing Treasury Bonds must collapse, or the ceiling 
on interest rates must be revised to provide a real- 
istic, manueverable position in the money market. 
President Eisenhower chose the latter course. He 
couldn’t do otherwise. And neither can Congress. 
Interest rates on longtime money can no more be 
expected to remain static for four decades than 
would the national and private debt and for that 
matter. the GNP. Status quo isn’t at all times even 
desirable. 

Of course the debt ceiling must be, and will be, 
raised. Congress will merely ratify, not create, a 
limit. Capitol Hill simply will be following the fact. 
Treasury debt now outstanding is close to the $286 
billion ceiling. If the permissive were to be erased, 
the limit would drop to $283 billion July 1. Simpli- 

fied, that means $3 billion of 





chronic complainers, the pub- 
licity hungry, and the all- 


bonds, notes and certificates 


category “experts” who can 
be counted upon to raise the 
hue and cry, whatever the 
occasion. 

The simple fact of the mat- 
ter is that the Treasury could 
no longer conduct 1959 financ- 
ing with 1958 inducements. 
Can it be seriously suggested 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 
regular feature. 








would be without legal sanc- 
tion! Congress may not go as 
far as the $295 billion tem- 
porary level and $288 billion 
permanent ceiling. But the 
cut, if any, will be fraction- 
al—and can be little more 
than a gesture at best. 

There is nothing sacrosanct 
about the numeral 414 per 





BUSINESS, FINANCIAL and INVESTMENT COUNSELLORS: 1907—“Our 


52nd Year of Service”’—1959 
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cent. It isn’t effective across the board. Only 26 per 
cent of the Government’s marketable securities ma- 
tures in more than five years—these are held to 
the 414 ceiling; 32 per cent matures in one to five 
years; and 42 per cent within one year. Treasury 
issues payable in less than five years have no ceiling. 
Savings Bonds pay 3.26 per cent, a limitation also 
marked for erasure 

By making the securities more attractive In a 
competitive market, the White House has devised a 
method which will tie up cash for a longer period 
of time and work against inflation. The increase 
might very well attract foreign money to the 
United States and slow the outflow of gold, thereby 
bolstering the dollar 

Higher interest rates could follow in state and city 
financing and in time-payment contracts on homes, 
automobiles, appliances. That is a hazard that must 
be faced. So too is the more immediate and worsen- 
ing problem of the Treasury. It is unthinkable that 
Congress might see it in any other light 


DISHONEST BILLIONS—-THAT WE’RE TAXED TO PAY 
FOR ... Ask the FBI to estimate the annual cost to 
business and industry flowing from graft, kickback 
and extortion and the answer you'll get is a shrug 
of the shoulders followed by the possibly significant 
comment that the crime bill in the United States 
exceeds $22 billion a year. This is by way of sug- 
gesting that the figure must be enormous! 

Graft in its various forms undoubtedly is the 
nation’s No. 1 tax-exempt enterprise today! It is 
obvious that a practice carried on furtively or un- 
lawfully will yield a larger net profit than one 
transacted openly, by law-abiding citizens; it is 
equally certain that the principals keep no records, 
seldom pay tax. Occasionally a culprit is tracked 
down and back taxes, plus penalties and fines, are 
imposed. It doesn’t happen often. 

Of the 11.218 convictions obtained by FBI in Fis- 
cal Year 1957 only 82 were for extortion, but the of- 
fenses were of such aggravated nature that fines 
aggregating $1,745,000 were imposed. Extortion 
takes many forms in the statutory and judicial defi- 
nitions. The number is multiplied over and over by 
the exactions not described in the law but tagged bv 
such names as kickbacks, protection money, pur- 
chase of industrial peace, etc. It is the latter cate- 
gories that pose problems for business, consumers, 
and the law enforcement agencies. The FBI works 
diligently on extortion cases because usually they 
are linked to violence or threat thereof, and seldom 
are penny-ante in scope. 

During the calendar year 1958, the Department 
of Justice handled 83 extortion cases. This, it should 
be remembered, involves only offenses under the 
Federal Act. But that restriction does much less to 
reduce the number than does the unwillingness of 
those who are victimized to come forward and co- 
operate in stamping out the practice. Sometimes 
there is fear of complicity, but usually there seems 
to be an attitude of pay off and be done with it. 
That motivation ran through the testimony of busi- 
nessmen before the McClellan Committee. 

Revelations before the McClellan Committee only 
scratched the surface. But they disclosed a pattern 
of performance which sustains gangsterism and 
penetrates high strata of the law enforcement bodies 
of the United States. Perusal of the committee’s 
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records shows clearly that payoffs of one kind or 
another have become as much a part of costs of 
production, necessarily passed on to consumers, as 
wages and salaries, materials, and distribution. All, 
except an infinitesimal part, drains directly off in- 
dustry and business. Everybody else pays ultimate- 
ly. 
Graft and intimidation are the weapons of some 
of the most powerful of the labor union leaders, ac- 
cording to sworn testimony. The Nation was as- 
sured that these vices would be dealt with through 
Federal legislation and for a time it looked like that 
might be done. There no longer is hope for early 
action in that direction. One of the reasons must be 
that the grafters enjoy constitutional immunity 
which made it impossible to make out a prosecutable 
case against them. Which makes more meaningful 
the observation by J. Edgar Hoover: 

“Too many Americans are eager to enjoy the 
privileges but shirk the responsibilities of citizen- 
ship.” 


SUGGESTION TO WASHINGTON .. . Our editorial in 
the May 9, 1959 issue pointed out how the Capital 
Gains Tax is responsible to a considerable extent 
for thin markets, wild gyrations and manipulation 
unmatched since the Twenties. To date, nothing has 
been done to repeal or revise this harmful tax which 
continues to discourage sale of shares among inves- 
tors who keep their capital frozen rather than pay 
out a substantial part of profits taken. 

Under the present law, if you sell your home you 
must pay a Capital Gains Tax, just as you would 
if you sold your securities. However if you reinvest 
the proceeds from sale of your residence in building 
or purchasing another of equal or greater cost— 
within one year—-you are not taxed on any profit. 

For example, a family has increased in size so 
their home no longer meets their needs. They sell a 
residence for which they paid $10,000 in 1941 and 
received $30,000 today. If they buy another home 
for $30,000 they pay no tax on the capital gain 
which is only fair—for if a 25% tax ate up $5,000 
of the price they received they would be forced to 
purchase an inferior dwelling. 

If the family holds securities for which they paid 
$10,000 but which no longer meet their objectives 
and it sells them at $30,000 they cannot escape the 
25% Capital Gains Tax. Their funds available for 
reinvestment are thereby cut down so they can ex- 
pect less income and growth, consistent with quality. 

How unfair this seems to the security owner. 
Would it not be much more equitable to extend the 
same tax treatment to those who place their funds in 
securities as is accorded those who invest in a home? 
In this way, the stockholders’ investment thinking 
would not be distorted by the loss of much of his 
profits through taxes, provided he reinvested within 
a year, or even within six months. 

At the same time, the Government would be 
taking a positive step toward breaking the tax 
barrier which has artificially limited the supply of 
stocks offered for sale—at the very time when de- 
mand for equities has been so strongly stimulated 
through high pressure security sales methods. We 
sincerely offer this as a constructive suggestion to 
achieve a broader and more rational market—which 
the S.E.C. and Federal Reserve have set as their goal. 
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As J See Jt! 


by Charles Benedict 


KHRUSHCHEV’S FAMILIAR GANGSTER TACTICS 
BECOMING AWFULLY BORING 


‘'f8 HERE is really no difference between Khrush- 
chev and the gangster who comes into the shop 
cf a small merchant and demands that he install 
ike boxes, slot machines or numbers racket para- 
»henalia against his will, and if he fails to accede 
» these demands threatens him with destruction of 
is property and his person, kidnapping of his 
hild, his wife, or both. The technique is exactly 
1e same—only the environment is different. 
It is by the use of tactics such as these that 
<hrushchev has made a farce of the Geneva nego- 
iations. His threats are legion—we just can’t re- 


Caribbean—which brought Britain over to the side 
of the United States. 

For it was the Communist invasion into the af- 
fairs of the Latin-American countries, and its threat 
of subversive revolutions envisioned in Bermuda, 
the Bahamas and British Guiana, that aroused the 
British to the realization that compromising with 
the Communist through trade agreements or any 
other means was dangerous and futile—that the 
illusory profits from trade with the U.S.S.R. was a 
drop in the bucket compared to the realities of their 
position in the Caribbean, their trade and the other 
important economic ad- 





nember them all. 

Any faith the West had 
n his sincerity has been 
lestroyed by his “crude” 
to use the Russian propa- 
randists’ favorite word) 
ittempts to engineer dis- 
inity of one kind or an- 
ther among the Western 
oWers in order to gain his 
nds in Berlin, and by hook 
” crook to win his objec- 
tives for the destruction of 
NATO, as a means for 
weakening Western 
Europe’s retaliation 
against potential Russian 
aggression. But he left such 
a clear trail of his activi- 
ties that his purpose was 
exposed and he fooied no 
one. Certainly not wise old 
Conrad Adenauer and 
Charles De Gaulle, who 





Hook, Line and Sinker 


vantages they enjoved in 
this hemisphere. 

As far as this country is 
concerned. Khruhschev’s at- 
tempt to bring the cold war 
cioser to the United 
States—it is 90 miles exact- 
ly from Cuba—has stiffen- 
ed our back-bone instead 
of intimidating us. It has 
also aroused all Latin- 
America to the Russian 
menace. The story of what 
is taking place in Cuba is 
contained in our exciusive 
feature, “Future of Cuba 
Hangs in the Balance’”’, ap- 
pearing in this issue, which 
readers will find of parti- 
cular interest. Already Cas- 
tro, who was trained in 
Mexico by Russian officers, 
is finding the going tough. 





supported Mr. Herter to 
the hilt. ~ 

And then, in probing 
further for soft spots. the 
manipulator of the Krem- 








Thus, intead of confusion 
and disorganization in the 
Western camp, it is the 
Communists who are find- 
ing conditions not to their 








lin policy flew to Albania 
and set the well-oiled Communist propaganda ma- 
chine in motion in a war of nerves, ostensibly de- 
signed to upset the balance at Geneva by instigating 
the masses among the Mediterranean members of 
NATO to raise a hue and ery against the installa- 
tion of protective missile bases for the purpose of 
defense in that area—but—also for the purpose of 
opening another avenue toward the weakening of 
Greece and Turkey that would help Russia realize 
her historic ambitions in the Near East and would. 
at the same time, open a road to Western Europe 
from that direction, in accordance with the strategy 
for world communism planned by Lenin. 

But Khrushchev’s finesse was too obvious, and 
his ace was trumped when he over-reached him- 
self in his adventure in another direction—the 
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liking, and who will be 
found to be backing down through some kind of 
face-saving device as the pressure on them becomes 
hotter and hotter. 

The Russians do not seem to have learned from 
what has happened, for Khrushchev’s latest propo- 
sal on Berlin and the conditions attached have been 
put forth with the same brazen and fantastic lan- 
yuage of dictatorship that makes it impossible to 
deal with Russia seriously. On the contrary, it has 
only aroused anger, with the determination to put 
an end to the kind of negotiations in which no one 
can have any confidence 

It is now clear that the Kremlin is going to have to 
change its line in recognition of a stiffening among 
the Western powers, and the change in their posi- 
tion vis-a-vis the ambitious Russian dictatorship. 
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Mid-Year Market Forecast 


With an economy depending on government orders for full employment — and obliged by po- 
litical considerations to maintain business activity, the outlook for the second half remains 
favorable. But that fact is substantially allowed for in a stock market currently influenced 
by technical and psychological factors — even the ever-present threat of inflation. Recent 
corrections seem to be adjusting for traditional summer rally. 


By Robert De Mille Wyckoff 


A, a result of a fairly thorough lightening of 
speculative position in the last fortnight, the mar- 
ket’s internal structure has been bolstered — but it 
is quite possible that the correction has not been 
completed, for many issues have already discounted 
favorable developments. But, so long as the fear of 
serious inflation remains, it will continue to be a 
dominating force for stimulating an advancing 
market. 

Ordinarily a third “‘shake-out” such as experienced 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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SUPPLY OF STOCKS 
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on May 7th and June 9th, when the Dow Industrial 
average met effective support around 611 and 613, 
respectively, would be a logical development. The 
fact that volume failed to expand significantly on the 
decline, suggested that pressure of liquidation was 
not especially powerful. 

Accordingly, continuation of dullness such as pre- 
vailed Friday last, might encourage traders to try 
for a technical rally into July. Settlement of the steel 
industry’s wage problem and an agreement on a 
formula for a Summit Conference would 
help sentiment. 

Regardless of one’s conviction on the 
market for the longer term, say, for six 
months to a year, one probably should 
give heed to the market’s summer be- 
havior. Going back more than 60 years, 
the records indicate that stocks have 
advanced in July and August in the 
ratio of more than 2 to 1; in recent 
years (excepting 1957) the bullish trend 
has been even stronger. Excellent mid- 
year earnings reports are likely to pro- 
vide a cheerful environment next 
month. Rail statements, reflecting a re- 
surgence in traffic currently, also should 
have a stimulating effect on sentiment. 


Factors Are Not All Favorable 


But not all monetary and economic 
factors can be deemed constructive, 
however, and for that reason one would 
seem justified in maintaining a cautious 
attitude for the time being, at least. The 
effect of higher interest rates has been 
taken into account to a considerable ex- 
tent, it is true, but perhaps the full im- 
pact of anti-inflationary measures still 
remains to be felt. Assuming that in 
due course Congress will approve White 
House recommendations for removal of 
the interest rate ceiling on government 
bonds, the Treasury probably would un- 
dertake the offering of a long-term issue 
at a rate above the 41, per cent figure 


JUL that now has been placed on government 


obligations. Such a move likely would 
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nains to be proven, espe- 

cially with the increased 

cross-currents in individual industrials. This does 
not rule out selective upward tendencies, perhaps 
sufficing to extend the sequence of new highs for 
the industrial average, even if laboriously. 


Change In Market Pattern 


Compared with last year or the forepart of this 
vear, the main sections were in gear. For 1958 as a 
whole the gains were: industrial average 33.7%, 
rails 62.6%, utilities 32.7%. Now, as we near mid- 
year, industrials have gained 8% since January, and 
rails only 4%, while utilities are down. 

Typical of the general impact of high and rising 
bond yields on income stocks, the utility average 
currently is 4.6% lower than it was at the start of 
the year. Fewer industrial stock groups than for- 
merly show notable strength. Trading volume re- 
mains relatively subdued. 


A rally of about 10 points in the industrial aver- 
age, following a 26-point dip to June 9. showed 
faltering tendencies toward the end of the week. 
It took few stocks to new highs. In the ripples and 
eddies of the market a greater number continued to 
sag to new lows. Measured by ratio of daily gains to 
losses in individual stocks, the market this vear has 
persistently remained less vigorous than in some 
time. 
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Recent Market 


However, much of the urgent recent liquidation 
was induced by the enforcement of the new Federal 
Reserve requirements governing substitution of col- 
lateral in restricting margin accounts . rather 
than reversal of the belief that retention of stocks 
is preferable to holding eroding dollars. 

This is clear when it is noted that the proceeds of 
sales in restricted margin accounts to the extent of 
90% could have been transferred to cash accounts 
up to the end of last week, but only half of such 
proceeds may now be withdrawn. The remainder 
must be applied to reduction of indebtedness. Pro- 
fessional traders generally seem to be strengthen- 
ing potential buying power during the sell-off, clear- 
ing the decks as a possible preliminary to the engi- 
neering of a summer rise. 


Market Support Measurements 


The narrowing of the spread between our Demand 
and Supply Measurements, which has been going 
on for a number of weeks, has been accurate in 
sounding a cautionary note. In the past fortnieht, 
with the Demand line falling 13 points and the Sup- 
ply line rising 5 points the favorable spread is now 
only 14 points. suggesting the possibility of further 
market unsettlement. (Please turn to page 424) 
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By Robert B. Shaw 


& Bringing decline of our big cities—wuncertain growth in suburbs—in- 
creased taxation—and headaches generally. 

» How Cleveland, Philadelphia and Chicago are working to solve the 
problems—and the lesson in the success of Toronto’s planning. 


& Commonsense solutions. 


ACK in 1880, shortly after he had left the farm 
to take a more glamorous office job in the city, 
grandfather first encountered the transportation 
problem. The horse-cars were crowded, and even in 
an era when such words as “automobile” or “air- 
plane” were meaningless, the seven mile per hour 
average gait of the plodding horses could have 
created no great impression of speed. Still, grand- 
father lived only three miles from the office, and 
thus could swing off the car at the corner nearest 
his home only twenty-six minutes after boarding it 
“down-town.” 
Today his grandchildren can fly from New York 
to Chicago in three hours. Or they can pack all the 
kids and the dog in the family automobile and visit 
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Aunt Martha, 500 miles away, for the weekend. But 
in one respect, at least, transportation conditions 
have deteriorated since grandfather’s day. It now 
takes the average commuter an hour, rather than 
fifteen minutes to half an hour, to make the essen- 
tial journey between home and office. Of course, 
conditions have changed all around. The fifty 
million population that grandfather knew has ex- 
panded to over three times that size. A predomi- 
nantly rural nation has been transformed into a 
conglomeration of closely-packed urban centers. A 
typical office or factory worker now lives not three 
miles but fifteen miles from work. These are the ex- 
planations. But the simple fact is that our best 
methods of “modern” mass transportation are con- 
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siderably less efficient under today’s conditions than 


the horse-car was for grandfather’s generation. 


Tranportation Impasse 


It is true that the related problems of congestion, 
deteriorating local transportation and urban decay 
are not everywhere equally acute. Thousands of 
fortunate Americans still work in our smaller cities 


--like Burlington, Vt., or 


Columbus, 
where they can live in semi-rural 


Indiana— 
surroundings 


within an easy drive of factory or office. But smaller 
cities are rapidly growing into larger ones, while 
le great metropolises are voraciously swallowing 
p the surrounding countryside for miles around. 


t» be encountered today in New York, Chicago and 
os Angeles forecast the problems which will con- 


t 
l 
(Congestion can only increase, so that the conditions 
T 
I 
f 


‘ont Atlanta, Des Moines and Tucson tomorrow. 


New York’s Troubled 
Rail Commuters 


A brief glance at New York 
ind Los Angeles will illustrate 
“pposite facets of the commuter 
risis. Exceptional among Ameri- 
an cities, New York is still 
erved primarily by railroads 
including subways) and over- 
vhelmingly by public transpor- 
ation in some form; a 1955 sur- 
ey showed that 70° of all com- 
nuters to Manhattan south of 
9th Street arrive by rail, 17% 
yy bus, and only a mere 13% by 
iutomobile. And although rail 
‘commuter traffic from New Jer- 
sey has declined sharply in the 
juarter century since the opening 
of the vehicular crossings, train 
passengers into Manhattan from 
Long Island and Westchester 
have even been increasing in re- 
cent years. Nevertheless, quality 
and quantity of public transpor- 
tation have both suffered severely 
in the metropolitan area. The 
subways, crowded to the bursting 
point in rush hours, have been 
forced to reduce off-peak sched- 
ules to irksome intervals. Most of 
the trans-Hudson ferries have 
been abandoned, and the dilapi- 
dated Hudson Tubes are carrying 
only a third of their 1927 traffic 
volume. The standard railroads, 
especially in the New Jersey 
area, having already slashed 
their services, are now threaten- 
ing either massive fare increases 
or the abandonment of all re- 
maining commuter trains. 


Los Angeles’ Frustrated Motorists 


But “modern” Los Angeles, 
where public transportation is 
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negligible and autofication reigns supreme, provides 
no happy contrast. Although the city has been criss- 
crossed by a maze of expressways, freeways and 
interchanges, traffic on these arteries moves little 
faster during rush hours than on ordinary streets, 
and it is stated that an automobile today can cross 
the city only slightly faster than a horse and buggy 
in 1900. In the aggregate, freeways, streets and 
parking lots take up about two-thirds of down-town 
Los Angeles, and the core of the city is already 
showing signs of disintegration. The thousands of 
exhausts spewing monoxide into the atmosphere are 
also contributing measurably to the smog problem. 


The Automobile 
Not to mince words, the principal villain in the 


commuter crisis is the private automobile. This 
vehicle, marvelously convenient for a thousand busi- 
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ness and family uses, represents an extremely in- 
efficient mode of mass passenger transport. Carry- 
ing an average of less than two occupants, pouring 
in and out of the city morning and evening like 
bats from a cavern, automobiles have created an 
almost intolerable congestion, impede the remaining 
public service vehicles, and occupy acres of the most 
expensive land in the country. But despite these 
manifest disadvantages, the shift from railed to 
rubber-tired vehicles is continuing, even accelerat- 
ing. Almost every day the newspapers tell of more 
homes being torn down to make way for the vora- 
cious thruways, and of more railroad commuting 
services throwing in the sponge. 


The Railroads 


Who else is to blame for this urban congestion? 
The role of the railroads is debatable. Undoubtedly 
they have contributed to their loss of patronage by 
an inflexibility of atti- 


assessing their properties at many times the rate for 
nearby residences or factories, and claiming their 


pounds of flesh regardless of earning power. 


Politics 
Nor can the public authorities — governors, 
mayors, legislators — escape a large measure of 


responsibility for the transportation crisis. When 
the handwriting was already plainly on the wal) 
these officials (whether merely short-sighted or cap- 
tivated by the powerful gasoline-tire-highway con- 
struction triumvirate) irresponsibly encouraged the 
introduction of ever more automobiles into the al- 
ready crowded cities, and neglected measures which 
might have arrested the deterioration of public 
transportation. By the failure of these authorities 
to come to grips with the problem at an earlier date, 
a final solution of the transportation crisis will be 
immensely more costly than it might have been. 


Kills Trade 








tude, a failure to coordi- 
nate with each other and 
with other modes of 
transport, the operation 
of obsolescent and poorly 
maintained equipment. It 
seems fair, in fact, to re- 
verse the railroads’ com- 
mon complaint that their 
patrons have abandoned 
them by asserting that * 
they have really aban- 
doned their patrons — 
by continuing to offer 
around the midpoint of 
the Twentieth Century 
nothing better than 1890 
service. * 

3ut fairness also re- 
quires a recognition that 
the railroads have been 
badly treated. Commut- * 
ing service was never, 
even in its heyday, par- 
ticularly profitable, but * 
was operated primarily 
as an accommodation to * 
the public, when no 
other means of transpor- 


THE CAPACITY OF 


LANE PER 


Access Highways 


on Surface Streets 
20,000 Passengers in 
40,000 Passengers in 


60,000 Passengers in 





* 1,575 Passengers in Autos on Surface Streets 


2,625 Passengers in Autos on Limited 


* 9,000 Passengers in Buses on Surface Streets 


13,500 Passengers in Street Cars 


The commuter has 
been the principal, but 
not the sole, victim of 
these conditions. The 
man who earns his liveli- 
hood in the city has to go 
there. Shoppers, sight- 
seers, theatre-goers have 
a choice. And they have 
found it increasingly dif- 
ficult to reach the down- 
town areas. The result is 
that the largest cities, 
while pretty nearly 
maintaining their posi- 
tion as office centers, 
have suffered a relative, 
and in some cases an 
absolute, decline as shop- 
ping, entertainment and 
cultural centers. In the 
New York area, for ex- 
ample, the 80% of the 
total retail employment 
enjoyed by the central 
cities of New York, New- 
ark and Jersey City in 


A SINGLE TRAFFIC 


HOUR IS: 


Street Cars in Subways. 
Local Subway Trains. 


Express Subway Trains. 














1929 had declined by 





tation were available. 
Since that time the ab- 
normal load factor has been further unbalanced by 
the inception of the five-day week, the loss of much 
off-peak shopping and theatre traffic, and the decline 
of the city in other respects than as an office center. 
Simultaneously, the commuting trains have been 
burdened by politically supported full crew laws and 
the necessity of paying employees a full day’s wage 
for two hours work in the morning and two more in 
the evening. The railroad routes, sometimes laid 
down a century ago, often no longer reach the 
centers of the modern cities, and the railroads have 
not enjoyed the unlimited access to public funds or 
tax-free borrowing capacity that have financed the 
new highway ribbons. And, as if these handicaps 
were not burdensome enough, the tax collectors have 
descended upon the railroads like a swam of locusts, 
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1954 to 68%. In Chicago 
retail sales of the State Street stores dropped six- 
teen per cent in the brief four-year period between 
1954 and 1958. In Los Angeles the downtown section 
is already “more or less stagnant,”’ and some seg- 
ments of the banking business have even moved to 
San Francisco. 

Despite these trends the present indications are 
that the large city’s preeminence as an office center 
is pretty secure. A few years ago a number of large 
corporations threatened to follow the example of 
the shopping centers by moving their general of- 
fices to more pleasant suburban locations; a handful 
of companies, among them General Foods, actually 
put these plans into execution. But this tendency 
has been checked. A wave of new office-buildings has 
struck New York and other cities, and major cor- 
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porations have apparently determined that the con- 
centrated services available only in large metropoli- 
tan centers justify the disadvantages of such loca- 
tion. The result is that both the downtown sectors 
of large cities and the surrounding suburban areas 
are flourishing, but the extensive intermediate dis- 
tricts — sometimes known as the “grey zone” — 
given over to retailing, manufacturing and residence 
are visibly decaying. 

But it is not only the deterioration of transporta- 
tion, which has been emphasized so far in this 
article, that is causing the decline of the cities. 
Several purely artificial barriers are contributing to 
the same decentralization. One of these is the divi- 
sion of single metropolitan areas into a maze of 
conflicting and competing political jurisdictions. 
Unless a greater unity of objectives can be achieved 
among the numerous cities, towns and villages com- 
prised within many single population centers, it is 
hard to visualize any solutions for many of the 
probelms confronting 
these areas. 


Tax on Tax 


Overlapping Local Governments 
Impede Transportation Solutions * der the 


benefits of business location on the most economic 
basis. This trend towards Balkanization is not mere- 
ly dangerous in itself, but a violation of the prin- 
cipals of free trade which our own government has 
been proclaiming as a primary international ob- 
jective. 

Can the Decline of the Cities Be Arrested? 


Enough for the symptoms of urban decay. What 
can be accomplished in the way of cure? It must be 
stated candidly that the picture is discouraging, but 
certainly it is far from hopeless. 

The artificial restraints just described are more 
susceptible of correction. The federal government 
must take the initiative in cancelling out the Su- 
preme Court’s approval of state taxation upon out- 
of-state corporations and in restoring uninhibited 
free trade. Cities and localities must repeal, and 
even cease from discussing, excessive taxes on busi- 
ness, on finance and other activities that are highly 
mobile. Neither level of 
government is likely to 
act, however, except un- 
pressure of 
aroused public opinion. 








Costs are in the 
Stratosphere 


954 An effective solution 
of the _ transportation 
crisis is more difficult, 
inasmuch as the primary 
requisite will be money 
— a great deal of money 
even in these days of 
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Even more disturbing BOSTON 
are some of the deliber- ane 
ate burdens levied upon 
the free interchange of CHICAGO 
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While New York City 
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careless expenditure of 
public funds. The cost of 
the proposed loop plan 
for New York City, for 
example, is estimated at 
500 million dollars. The 
contemplated scheme for 
the improvement and ex- 











ment of shopping cen- 
ters in outlying areas. 
Periodic threats by municipal politicians to assess 
taxes against bank deposits and financial services 
have so far been resisted, but probably not without 
some discouragement of further business growth 
within the city. A very recent blow against the prin- 
ciple of the free flow of commerce was last Febru- 
ary’s decision of the United States Supreme Court 
that the states may tax the interstate earnings of 
out-of-the-state corporations. (Magazine of Wall 
Street, March 28). 


The significance of this verdict can hardly be ex- 
aggerated. While our present Constitution was 
adopted largely to end the nuisance of duties on 
trade among the states, and provided specifically 
that Congress alone should have the power to regu- 
late interstate commerce, the Courts’ strained inter- 
pretation authorizes what are all (except in name) 
tariffs on interstate shipments. This will seriously 
discommode large industrial corporations, but ia 
time — if the ruling is not negated by new legisla- 
tion — they will adjust to the situation, and the real 
victims will be cities and localities deprived of the 
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* Figures show number of local authorities in each city. 


pansion of the Chicago 
Tranist Authority calls 
for expenditure of $315 millions. A very limited pro- 
gram in Boston for the conversion of a single twelve- 
mile railroad branch to rapid transit is costing over 
$10 million. What is worse, these projects cannot be 
expected to pay their way even when completed. 
Hence, private sources are unwilling to finance such 
improvements and even cities and states are hesitant 
to assume indebtedness on this scale. 


But the cost of inaction is also high, and increas- 
ing with every passing year. The Citizen’s Traffic 
Safety Board in New York City already estimates 
the local economic losses from traffic congestion at 
well over a billion dollars a year. This situation is 
duplicated, if so far on a slightly less urgent scale, 
in numerous other metropolitan areas. If the major 
cities wish to avoid continued decay and eventual 
strangulation in heavy coils of bumper-to-bumper 
automobile traffic, some vigorous efforts are essen- 
tial. The real question is, accordingly, not whether 
the transportation problem is to be attacked, but 
how. (Please turn to page 418) 
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THE CANADIAN 
AND AMERICAN COMPANIES 


-—- Developing Canada's enormous Iron Ore resources 
By John H. Lind 


® Our needs and Canada’s resources 





> The effect of the St. Lawrence Seaway on new exploration hitherto stymied 
by poor shipping facilities — boon of accessibility and direct 
and less costly transportation for existing operations 

> Best investment opportunities lie with top companies 


HE basic material of an industrial economy is 

steel. In the United States it accounts for four 
fifths of all metals consumed and provides employ- 
ment for one eighth of the total labor force. In the 
postwar period U. S. steel prdouction has grown at 
the formidable annual rate of four percent, more 
than twice as fast as our population growth. As a 
result, our per capita steel consumption today far 
exceeds that of any other country in the world. 
There is reason to assume that in the foreseeable 
future the rate of growth in steel production will 
be somewhat slower than it has been in the past 
fifteen years. But according to most experts, it will 
still amount to a healthy two percent per year. On 
this basis, an annual steel production of about 165 
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million tons by 1975, compared to an estimated 110 
million for the current year, appears to be a reason- 
able prediction. 

The foundation for growth in steel production 
depends on the availability of the raw material 
which goes into steel making. Briefly, most steel is 
made in open-hearth furnaces from a mixture of 
slightly more than 50 percent pig iron, with the 
balance consisting of scrap. 

Traditionally, America has been self-sufficient in 
iron ore supplies, as have most of the world’s other 
steel producing nations. However, in the last twelve 
years there have been significant changes. As our 
iron and steel output kept rising, our iron ore re- 
serves kept declining and since the late 1940s an 


THE MAGAZINE OF WALL STREET 





actua 
Ame} 
dome 
Ther 
defici 
with 
prod 
must 
dome 
ing ¢ 
is wl 
decac 

In 
were 
total 
1957 
by 1s 
40 pe 
for | 
indu: 


Ni 
by tl 
Thus 
bam: 
of its 
these 
the | 
outp 
regi 
rang 
iron 
plete 
exist 
ore 
furn 
exha 


TI 








JUNI 





SOAR mM, ts iS 


ae 





actual deficit has existed between 
America’s iron ore needs and its 
domestic supplies of this material. 
There can be no doubt that this 
deficit will continue to grow, in line 
with our expanding iron and steel 
production. To close the gap we 
must, of course, supplement our 
domestic iron ore output by a grow- 
ing quantity of imported ore. This 
is what we have done for over a 
decade now. 

In 1950 our total iron ore imports 
were equal to 7.5 percent of our 
total needs of this commodity; by 
1957 they had reached 25 percent; 


Michigan and 
shipping ore 


concentrates 


other than 


exports to 
Imports from 


Total 





Sources of Iron Ore For the United States 


Underground ore from Minnesota, 
Minnesota open-pit direct- 
Minnesota open-pit gravity 
Taconite and jasper concentrate 
Ore from United States districts 


Imports from Canada (minus 


Actuc Estimated 
1957 1965 1970 1975 1980 
Wiscosin 19.2 14.0 12.0 12.0 10.0 
— ; 35.4 15.0 11.0 11.0 8.0 
23.0 17.0 14.0 10.0 10.0 
from Minnesota and Michigan 8.7 29.0 35.0 40.0 50.0 
lake Superior . 21.8 22.0 22.0 22.0 20.0 
Canada) 8.6 40.0 60.0 80.0 80.0 
other countries 21.1 25.0 25.0 25.0 30.0 
137.8 162.0 179.0 200.0 208.0 








by 1965 they are likely to approach 
40 percent and by 1980 foreign ores should account 
for half of our total iron ore needs, according to 
industry estimates. 
Exhaustion of High Grade Ore in Sight 

Not all U. S. steel producing centers are affected 
by this declining availability of domestic iron ore. 
Thus, the steel industry in the Birmingham, Ala- 
bama, area and in the West will continue to draw all 
of its iron ore supplies from local sources. However, 
these two areas together, plus the iron ore mined in 
the East, account for barely 20 percent of our total 
output. The balance comes from the Lake Superior 
region, mainly from the famous Mesabi and Cuyuna 
ranges in Minnesota. It is the high-grade. low-cost 
iron ore from this area which is rapidly being de- 
pleted. In fact, at the present rate of production the 
existing reserves of this so-called “direct shipping’ 
ore (because it is shipped and put into the blast 
furnace without processing) will be almost totall: 
exhausted within 15 to 20 years. 


New Process For Upgrading Inferior Ore 


This does not mean that the Mesabi Range will 


become an industrial ghost area at the end of this 
period. For the area also contains very large deposits 
of taconite, a low-grade iron ore concentrate (35 
percent iron ore content, compared to at least 51 
percent for direct shipping ores) which, however, 
can be upgraded — or beneficiated by a new pro- 
cess — into an ore with an iron ore content of 65 
percent, or about twice that of the original material. 

The rapidly growing popularity of beneficiated 
iron ore rest mainly on the fact that, for any given 
amount of iron ore production, this type of ore needs 
15 to 20 percent less blast furnace space than norma! 
high-grade ores. If one considers that the total cost 
of a single blast furnace is around $60 million, the 
desirability of reducing blast furnace space per ton 
becomes obvious. Another advantage of beneficiated 
ore is that it needs less coke per ton than high-grade 
ore. It is expected that these factors will outweigh 
the higher capital cost involved in the production of 
concentrate ores which require expensive beneficia- 
tion plants at or near the mine head. 

At any rate, since high-grade ores are rapidly 
depleting, the steel industry has little choice but to 
‘ely increasingly on beneficiated low-grade ores. 

For technical and ezonomic 
reasons, foreign supply sources 
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are bound to play a growing 
part in meeting these require- 
ments. At the same time, for- 
eign ores will also account for 
an increasing share of our 


high-grade iron ore needs. 
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Both these points are clearly 
illustrated in the accompany- 
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ing tabulation, projected to 
1980. 

According to this table, high 
grade domestic iron ore pro- 
duction from the Minnesota- 
Michigan-Wisconsin area will 
decline between 1957 and 1980 
from 40 percent to just 9 per- 
cent of total U. S. iron ore sup- 
plies. Though increased tacon- 
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total iron ore supplies from 
domestic sources are likely to 
amount to only 98 million tons 
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Location of Canadian Iron Ore Developments 
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sea to the Atlantic coast and 
thence are trans-shipped either 
by rail or by small Canal boat 
to the Pittsburgh area, the heart 
of the U. S. steel industry. With 
the completion of the Seaway 
next year, Canadian ore ship- 
ments will be able to travel di- 
rectly in large 25,000-ton lake 
boats from their Canadian load- 
ing point to their U. S. destina- 
tion. The estimated savings in 
transportation costs range be- 
tween 50¢ and $1.00 per ton. 
The main question, then, is 
does Canada have sufficient iron 
ore deposits to supply the require- 
ments of our insatiable iron and 
steel industry? According to most 
informed estimates, the answer 
is yes. But for evidence one must 
look mainly into the future. For 
Canada’s iron ore industry is 
really of very recent origin and 
is only just beginning to feel its 
oats. In fact, until the beginning 
of World War II it was almost 
non-existent, as there was no eco- 
nomic justification for it. Its 
spectacular growth — from 1 mil- 
lion tons in 1945 to over 20 million 
in 1957 — is clearly traceable to 
the realization in the United 
States that domestic iron ore re- 
serves are not as inexhaustible as 


for iron ore is expected to increase by at least 50 
percent during this period. 


Canada Main Sources of Supply 


Among the foreign imports, which are expected 
to grow from a net figure of 30 million tons in 1957 
to 110 million by 1980, Canada will undoubtedly 
emerge as the major source. In fact, it had already 
become our No. 1 foreign iron ore supplier by 1957, 
slightly ahead of Venezuela, but had temporarily 
lost its rank in 1958. But the opening of the St. 
Lawrence Seaway will soon give our northern neigh- 
bor an additional competitive advantage over im- 
porters from other areas. (There are also sound 
strategic reasons why it is preferable to have ad- 
jacent Canada, rather than an overseas country, as 
our chief foreign iron ore supply source). Cur- 
rently, most iron ore imports from Canada move by 

















UNITED STATES IRON ORE IMPORTS 
(million long tons) 

1957 1958 
12,537 8,289 
12,293 12,169 
2,741 3,256 
2,359 1,965 
1,431 865 
2,292 1,286 
33,653 27,830 
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had been generally believed until 
not too long ago. 


Canadian and U.S. Companies Involved 


Like the United States, Canada has two kinds of 
iron ore deposits: high-grade direct shipping ores 
and low-grade concentrate ores. Up to now, the bulk 
of all production has come from the direct shipping 
deposits, since the process of beneficiating low-grade 
ores is still quite new. The principal direct shipping 
ore deposit is located near Schefferville on the La- 
brador-Quebec border. It started production in 1954 
with an output of 2 million tons. In 1957 it produced 
12.5 million tons, or 61 percent of Canada’s total 
iron ore output. The deposit is in the hands of the 
Iron Ore Company of Canada, the dominion’s largest 
iron ore concern. IOCC is owned by a group of large 
U.S. steel interests, plus Hanna Coal and Iron Corpora- 
tion, Hollinger Consolidated Gold Mines and Labrador 
Mining and Exploration Company. The intricate owner- 
ship relations are shown in the accompanying chart. 

IOCC shares are not publicly available but in- 
vestors can participate in the company’s activities 
via Hollinger Consolidated Gold Mines or Labrador 
Mining & Exploration (in which Hollinger has a 51 
percent interest). Though both these companies also 
have other projects, their main source of earnings 
and their chief growth prospects clearly lie in their 
holdings in IOCC. IOCC’s production and processing 
facilities at Schefferville are designed for an annual 
rate of 20 million tons a year, and the present 
(Please turn to page 412) 
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WHY FOREIGN AID 
IS A LUXURY WE 
CAN NO LONGER 
AFFORD 


—Unless program is completely overhauled 
to protect our own interests 


By James J. Butler 


B® Shows how lack of proper planning—despite high 
cost administration—has wasted billions—while pro- 
ducing dislocations in the U. S. A. 

> We even borrowed money to lend $3 billion to 
foreign powers to enable them to reduce their 
national debt and balance their budget—while we 
increased our debt and unbalanced our budget. 

> Where in many particulars, aided countries are now 
better off than the U. S. A. currently, or prospectively. 

» The impediments to private investment abroad—how 
can they be met—and solved? 

& Suggestions for working out a sound “Mutual Assist- 
ance” program. 


FTER 10 full years of existence, Mutual Assist- 

ance (or “foreign aid” as its opposers prefer 
to term it) has developed these fundamental facts, 
too clearly on the record to invite serious debate: 

1. The program is here to remain for the fore- 
seeable future. 

2. Methods which were suitable in the Marshall 
Plan era are outdated and wasteful in the light of 
economic progress made by assisted countries, the 
advent of the ruble war, and our own sensitive 
economic position. 

3. The United States cannot defeat Russia in 
economic warfare unless, and until, private invest- 
ment comes more fully into the picture with a solid 
program to take over much of the burden now car- 
ried by the Treasury. 

4. Private investment must be guaranteed, by 
the Government of the United States, that it will 
not be left at the mercy of foreign powers and the 
shifting sands of politics which too often lead to 
expropriation or confiscation of some sort, or sub- 
jected to currency blockades which forbid dollar 
remittances to the point that investments are des- 
troyed or seriously impaired. 

5. After 10 years, the humanitarian appeal has 
worn thin. Congress, the business community, and 
taxpayers generally are taking a harder look at the 
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program, demanding a more realistic approach, and 
an end to wasteful practices. 

We are funneling money in bulk into many coun- 
tries and then literally walking away. Russia on the 
other hand is laying out funds for specific projects 
in countries she is aiding—programs which fill cur- 
rent needs and are within the ready perception of 
the people of those countries. For instance, we send 
$1 million for “aid”; Russia sends $1 million for a 
start on a power plant. Ours too often is frittered 
away; Russia’s contribution appears in the perma- 
nent shape of a well-labeled power plant in con- 
struction. 

Our follow-up is not good. There is no inventory 
of precisely what we have accomplished for any 
nation. 

When we finance a project, usually we select 
something to be completed, or “out of the way” 
within one year. Thats’s because our aid bill comes 
up annually. We are sidestepping long-term jobs of 
real net worth—projects which impress and benefit 
the aided populations. 

There is scant hope of winning friends perma- 
nently while we hold “aid” over their heads as some- 
thing to be enjoyed only “during good behavior,” 
withdrawn for cause or for whim. Countries cannot 


plan ahead on that basis; they cannot tackle any 
broad-gauge improvements because they may find 
the steam shovel mired and with no funds at hand 
to get it moving. Amortization of capital costs over 
the years is impossible, hence our billions go for 
works only a few levels above the leaf raking of 
WPA. Loans with reasonable maturities is the 
answer; preferably loans out of private capital. 


Poor Old Uncle Santa Claus 


In short, we have learned little out of a decade of 
aid programming. We have not improved technics 
notably. We have not kept a chart of changing cir- 
cumstances—abroad and at home. In many particu- 
lars the aided countries now are better off than the 
United States, currently or prospectively. We have 
been going down the road of economic uncertainty 
while shoveling dollars into countries which are on 
the forward march. It is time to take inventory. And 
the first point of inquiry should be: How much 
longer can we afford existing costs, and existing 
methods? 


Foreign Aid is soaking up 20 per cent 
of our Federal Income Tax Receipts 
During 1958 our gold reserve was reduced by $2.2 
billion. It now stands at around $20 





U.S. FOREIGN ECONOMIC AID * 














billion, of which 70 per cent is subject 
to foreign demand. Unless this flight 
of gold is greatly reduced, we face 
currency devaluation. Our total debt, 
public and private, and our Federal 
commitments have reached a total of 
$1,350 billion—greater than that of all 
other countries in the world combined. 
Some of our states and cities are in- 
solvent or close to it. The causes are 
not hard to find: enormous govern- 
ment spending, fiscal irresponsibility, 
labor wage pressure. In the past 10 
years foreign aid has cost $70 billion. 
The President has asked $3.9 billion 
more this year, plus about $400 mil- 
lion for special functions. Foreign aid 
is soaking up 20 per cent of our Fede- 
ral income tax receipts. 


Cost of Administration 














The staff administering foreign aid 
funds has grown from 450 in 1948 to 
more than 12,000 persons in 1958. 
This does not count the 9,000 admin- 
istering the military assistance phases 
of the program. We have paid off $3 
billion of the debts of our allies while 
conducting a deficit financing opera- 





























KOREA 
INDIA | 
VIET NAM 
PAKISTAN 
BRAZIL 
QO 1957 
Ge 1958 
TURKEY 1958 Economic Aid 
Total: $1,424,000,000 
1958 Military Aid 
Total: $2,187,000,000 
SPAIN 
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tion on our own part! 
Hard Work Backed by Money 
It is not to be inferred that all of 


the money has been misspent or that 
no good came out of the aid programs. 











Millions of Dollars O 50 100 





150 200 250 300 350 400 


* U.S. Government net “non-military” foreign Grants, credits 
and short-term assistance, to principal recipients only. 


The Marshall Plan was one of the 
principal props on which the German 
economy has been rebuilt. But it was 
not the only one. It is a mistake to use 
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Germany as an example of 
success bought with Ameri- 























can dollars. Anyone familiar | 
with the history of Germany 5,000 5,000 
since the war is aware that SEE Se 

there have been drastic eco- 4,000 Ve XY: 4,000 
nomic and political reforms, 

that management and labor 

have thrown the time-clock 3.000 3,000 
away, that the monetary sys- 

tem has been restored to con- 2.000 2.000 
fidence the hard way—sacr1- , 

fice; they have kept wage 

increases under control and 1,000 1,000 
avoided inflation. Also, gov- 500 500 
ernment spending has been 0 le . 
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Lack of Planning on our Part in 1948-49 


One of the grave errors on 
our part has been development of basic industries 
for beneficiary nations without making any plans to 
build up secondary or consuming industries. The 
essential correlation has been missing. 


Sound Suggestions Made 


It is of little service to spotlight error if cura- 
tives are not prescribed. Congress, the White 
House, and the International Cooperation Admin- 
istration have been flooded with suggestions. They 
boil down to these: 

1. Wastefulness, inefficiency and incompetence 
in the administration of the foreign aid program 
must be eliminated. 

2. Greater encouragement should be given to 
private capital as a substitute for government- 
financed Point-4 (developmental) programs. 

3. Tax liberalization, plus adoption of the 
Boggs Bill objectives (discussed below). 

1. The Export-Import Bank should administer 
existing appropriations and include re-insurance 
of private bank credit similar to that which is in 
existence in Germany, Great Britain, and Canada. 

5. Private industry should be asked to lend 
teams of engineering and accounting experts to 
rationalize the programs. 

6. Closer study should be given to greater 
shipment of surplus commodities in lieu of money 
to aid countries. 

7. The competition between soft money loans 
by the Development Loans Funds and hard loans 
of American investors should be studied with a 
view to turning over DLF money to the Export- 
Import Bank, to be used for re-insuring private 
American exporters’ risks. 

8. Counterpart funds should be_ liquidated 
without delay. 


What Encouragement For Private Capital Abroad? 


Starting point in the direction of achieving a 
shift of at least part of the aid load from unsound 
give-away to private fund participation is H.R. 5, 
the Boggs Bill. It is titled: “A Bill to amend the 
Internal Revenue Code of 1954 to encourage 
private investment abroad and thereby promote 
American industry and reduce Government ex- 
penditures for foreign economic assistance.” 
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The legislation, dealing only with tax relief, 
recognizes the fact that United States investment 
abroad is restricted by existing tax policies—ours 
and those of aided countries. Instances are on 
record where management and control of Ameri- 
can owned foreign business has been transferred 
abroad to gain equal opportunity in the foreign 
market. The Boggs Bill creates tax treatment that 
would extend like advantages without the neces- 
sity of indulging a change in control. It would set 
up a Foreign Business Corporation classificatioon 
and among other things permit earnings to be tax 
free until distributed to stockholders or other 
owners. 

While the proposed tax treatment will afford 
relief it also will put an end to tax dodges: a cor- 
poration organized in a foreign country need 
never pay United States taxes on earnings from 
non-United States sources. On the other hand, a 
Foreign Business Corporation organized here, 
under the terms of the bill, will pay United States 
taxes when income is distributed. 

Income tax paid in a foreign country would 
be classed as a deductible business expense when 
computing ultimate tax liability in the United 
States under the terms of the draft prepared by 
Rep. Hale Boggs of Louisana. 

Under existing law, earnings on investment 
made abroad under the encouragement of tax 
waiver by the country where the money is put to 
work is fully taxable in the United States. The 
waiver increases proportionately the amount tax- 
able here; it is rendered of no benefit to the in- 
vestor. The Boggs Bill would permit an offset of 
the taxes waived (as if they had been paid) for 
tax computation here. 


Many new proposals for cooperative development 


are under discussion in Congress or are being pro- 
cessed in private research agencies. They are in 
substantial agreement that attention should be 
centered upon the emerging economies of Asia, the 
Middle East, Africa and Latin America, and they 
favor United States participation in international 
agencies of regional character rather than bi-lateral 
dealings on the government level. And they usually 
propose long-term, low-inte’cst loans, with greater 
flexibility of terms (Please turn to page 410) 
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words used by AFL-CIO’s 


THOUSANDS of 
George Meany to tell the House Committee that the 
big amalgamation doesn’t want labor legislation this 


were 


year. No other conclusion seems warranted: if con- 
| ditions are set which make impossible the enactment 
a new code of fair performance, that adds up to 
rejection of the Senate-passed bill which is neither 
the best nor the worst that might be expected and 
which could be improved by cooperative effort. 
Meany’s position this year is not unlike that held by 
Labor Secretary James P. Mitchell last year: go 








WASHINGTON SEES: 


John L. Lewis is making overtures to the electric 
power industry for a coal-electricity alliance to 
wage economic warfare on the common “enemy” 
the natural gas industry. 

The United Mine Workers Union has directed its 
publicity staff to give wide distribution to the 
significant slogan “Coal by Wire.” “Electric Cars 
Make A Comeback For Around-the-Town Motor- 
ing” is the caption on a news story appearing in 
the latest edition of the Mine Workers Journcl. 
It is presented with an editor’s note of explana- 
tion: “In line with the UMWA policy of promoting 
the greatest possible use of electricity — ‘coal 
by wire’ — the Journal herewith presents another 
article in its series on this subject.” 

Other published material is coming out under 
inviting captions such as: “Natural Gas Price 
Zooming Up As Are Profits; So Why Not Use 
Electricity.“ The mine union economists have been 
busily digging up data on sales and profits of the 
natural gas companies over a period of years and 
are not overlooking the fact that 13 of the 14 
largest companies in this field are owned by “big 
oil companies.” 

The theme is that electricity can do anything gas 
can do ata more attractive and stable price. And 
one of the principal factors cited is the relatively 











stable price of coal — and the constantly in- 
creasing use of the product by electric power 
producers. 

3.82 


By “VERITAS” 


along with the prospective legislation up to the last 
moment, then mortally wound it with objections 
only hinted at earlier. 


COBWEBBY argumgents that hadn’t been heard since 
organized labor was waging a losing fight to prevent 
enactment of the Taft-Hartley Act a decade ago, 
were dusted off in the Meany avalanche of words 
descending upon the Committee as it looked forward 
to union leader’s text and “put the unions out of 
business” was substituted. In calm appraisal the 
pending measure had the same capacity to wreck 
unions as the T-H Act had to enslave them. That’s 
exactly none. Meany’s open war against the abuses 
of organizational picketing and boycott makes ex- 
pulsion of James R. Hoffa and his Teamsters’ Union 
take on a hollow ring. It caught the House labor 
bloc off balance. 


FEDERAL AGENCIES are quietly moving to protect 
themselves against the justified grilling to which the 
Federal Communications Commission was subjected 
by the Harris Committee in the House of Represen- 
tatives. They are profiting by the revelation that 
whatever Congressmen may think about loading 
their own payrolls with relatives and renting their 
homes for district offices, they will demand ethical 
conduct by others. The Federal Power Commission 
is weighing rules which would make available for 
public scrutiny communications which pass between 
parties to FPC proceedings and the agency official 
handling the cases. Oral communications would also 
be prohibited. Pointedly, FPC said this goes whether 
the conferee is a private citizen or in “public life.” 


JAPANESE silk industries are playing havoc with the 
industry here by increasing their export of finished 
product and lessening the tonnage of raw material 
sent here — and without a net increase in their 
dollar return from the business. This is bad for the 
silk industry in both countries, the U.S. Tariff Com- 
mission is reminded, in pleas for relief. Domestic 
silk manufacturers have pointed out to the Tariff 
Commission that this practice may help the growth 
of Japanese trade, but it hurts the U. S. silk industry. 
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Committee will wait unt 


Tax Reform is out for this year. The Ways & Means 


il November before making its 








Another 





study of of “the Federal System and that means a report to 
Congress early in 1960. But probably not early enough to 
hold out hope of reforms before the next national election. 
"study" 
in the interim. Studies have been conducted every 
year since the 1954 revision. The product has been 
almost nothing. There are bright sides to the situation, 
however, not the least of which is the approach 
adopted by Rep. Wilbur Mills, 
he is not holding out hope that the Federal 
Government will find a way to get along on less income 
and more outgo. That analysis may sound facetious but 
it is a fact that most of the tax-cutting promises heard 
on Capitol Hill carry no suggestion of less 





will be made by the committee staff 


committee chairman: 





spending. 

















ind he hopes to accomplish this by netting 
properties and incomes which are escaping 
.axesS today or on which the rates are 
indefensibly low. Stock option profits 
nake up one category of probable levy 
which has not been publicly mentioned 
efore. The depletion allowances on 
natural resources will be carefully 
studied. Stiff opposition to extracting 
new, or more,revenue from these sources 
will be entered, but, as an offset, the 
committee is likely to propose easing 

of the income tax in the very high 
brackets and a more generous depreciation 
allowance in the corporate tax 
structure. If there is a tax revision 
bill next year it will be legislation 
for kid-glove handling: if some levies 
are to be reduced others must be 
increased and decisions in the latter 
category can be fateful in an election 
year. Usually these decisions are 
postponed. 

Trade with Russia from the British 
Standpoint aS viewed by the United 
States Government presents an interesting 
contrast. The British are working hard 
to expand their five_year trade 
agreement with the Reds while this 
country is moving in the opposite 
direction--downgrading the business. 
Great Britain hopes to enlarge last 
year's purchases from Russia from $159 
million to $224 million, and realize a 
proportionate increase in last year's 
export of $70 million--our Commerce 























United States sold $3.4 ‘million worth of 
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Redistribution of the tax burden is Mills' 


objective 





goods and bought $17 million worth in 
the United States-Russian trade last 
year; this year there will be even 

less, export licenses to the Soviet Union 
and satellites having undergone a 
tighening. 

The position taken by the United 
States is that trade with the Reds 
must always be regarded as incidental, 
and uncertain. London is bullish on 
the future of commerce with Khruschev, 
but the United States does not forget 
what has happened in the cases of 
Finland and Japan, to name two countries 
which overestimated the long-range 
business outlook when dealing with the 
Reds. They learned the hard way that 
trade is an economic weapon in the 
hands of Russia and Red China. Egypt 
had an object lesson when itsS newspapers 
lost Russian newsprint sources after 
editorials critical of the Kremlin had 
appeared. Britain's attitude my be 
explained by its need for foreign 
markets on the one hand, and on the 
other hand its need for the comodities 
imported from Rusia. With the exception 
of furs and metals, the offerings of 
Russia have little attraction here-- 
and even those commodities are not 
sorely needed. 

Economic controls in the shape of standby 
authority reposed in the office of the 
President once more is a subject of 
Capitol Hill discussion. A democrat, 

Rev. Lester Holtzman of New York. has 
introduced a bill (H.R. 7094) calling 
for a 90 day freeze of wages and prices. 
designed to maintain stability. The bill 
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would authorize the Chief Executive to 
invoke the controls whenever “he shall 
find and declare the existence of a 
threat to the economic stability of the 
United States." The bill, a copy of one 
presented by the same sponsor to the 
last Congress, is titled "The Anti- 
Inflation Act of 1959." The President 
would have authority to terminate the 
90-day freeze at an earlier time, or it 
could be extended beyond the fixed 
term by joint resolution of Congress. 
President Eisenhower has stated on 
Several occasions that he does not 
want legislation in this area. His 
lack of concern undoubtedly is based 
on the fact that the Office of War 
Mobilization has bill drafts ready for 
submission on a moment's notice: 
temporary freezes with provision for 
extension. 





























Nixon supporters believe they have 
Solved the Rockefeller political riddle. 
They expect him to begin dropping hints 
of interest going beyond "Favorite Son" 
Status after the turn of the year. It 
may be assumed that his name will be 
placed in nomination as a tribute to him 
by his own state's delegation; that being 
so, the question becomes not whether he 
will be a nominee but whether he will be 
a serious contender or a cememonial entry. 
In that situation he is not required 
to show his hand fully until convention 
time. 





Rockefeller’s test of potential delegate 
Strength will be delayed, say the 
Nixonites, until he has had one full 
year as Governor of New York, with a 
full legislative session, with plans for 
the next legislative session already on 
the record. He will have had opportunity 
to prepare and deliver his message to 
the legislature--and some of them have 
been powerful campaign documents. setting 
out, as they do the accomplishments of the 
preceding year as well as the principles 
of government which the author espouses. 

Appointment of Thomas S. Gates, jr., 
as Deputy Defense Secretary can mean 
much to the system of national defense. 
Gates moved up from the post of Secretary 
of the Navy. In that position he had 
impressed upon the gold braid that 
civilian authority is the national pattern 
and that it will be respected, voluntarily 
or otherwise. He is heir apparent to 
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the office now filled by Secretary 

Mc Elroy and he will take over the job 
about Jan. 1, 1960. That will give him 
opportunity for apprenticeship in the ; 
broader areas of the Pentagon, but it is 
not likely that it will change his 

attitude toward defense needs. 








Limited war preparedness is at the 
core of Secretary Gates programming. 
Despite six years as under-secretary, 
then secretary, in the Navy branch, Gates 
is not a strong advocate of the slow- 
maneuvering battleship or the ponderous 
hardware of massive war. He favors a 
balanced defense. His views in that 
particular will be reflected in procurement 
practices at the Pentagon. Shipbuilding 
industries are not going to like his 
views: the aircraft carrier is not a 























strategic weapon, in his analysis; it 

has uses in limited war and for anti- 

submarine missions. If he puts that 

point over there will be substantial 

alterations in the equipment, char- 

acteristics, and weaponry of the fleet. 
Gates had been working on a 

program to convert the navy into a military 

arm with less stress on multi-purpose 

ships and with accent on single-objective 

missions--specialization. That thought will 

carry through his procurement policies 

for the other services: driving home the 

real possibilities of limited war. That 

calls for junking some of the hoary 

concepts and modernizing all down the 

line. This will cost less and provide 

more, says Secretary Gates who has set 

his sights on "more bang per buck." 






































Tariffs? Quotas? The President's 
decision to set up an inter-agency con- 
mittee on textile problems will give rise 
to demands from other trades that they 














be accorded like treatment. Ike moved ; 





on petition of Governors of New England 
States. High production costs, competition 
from abroad, and other problems are 
recognized, but the cure has not. been 
devised. The suggestions made by the 





Governors do not fit into White House ' 


policy: more protection for home industry 
under the reciprocal trade agreements 
pacts; quotas on textile imports. 

If the committee finds a palliative for 
textiles it will have found one for many other 
struggling industries. Time is of the 
essence. And "committees" are likely to 
consume much of that commodity. 
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FUTURE OF CUBA 
HANGS IN THE BALANCE 


By ERIK |. MORTON 


& Uncertainty concerning Castro’s intentions causes 129 American and 
British companies to pull up stakes in Cuba and leave for the Baha- 
mas. How many more are on the verge? 

& Castro’s reckless pursuit of nationalization and expropriation threat- 
ens economic, financial and political anarchy. 

® The ingenious Land Act which enables Cuban Government to make 
grants to foreign firms and individuals “when they deem it bene- 


ficial”. 


> Who comes after Castro? The set-up. 


F any question is uppermost in the mind of the 

business community here dealing in Latin Ameri- 
can trade, it undoubtedly is “What is happening in 
Cuba?” Many U. S. executives believe Castro intends 
to nationalize private industry in the near future. 
Many others here are convinced Castro’s regime is 
communist and that a full-fledged Red takeover is 
imminent. Washington also is worried that Cuba, 
only 90 miles from the U.S. mainland, could serve 
as a possible base for extending communist opera- 
tions throughout Central and South America. This 
prospect is particularly alarming to the Adminis- 
tration tn view of the considerable progress already 
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made in formulating a common market for the Latin 
Republics. Such an organization is vitally necessary 
to strengthen the agrarian and metal extractive eco- 
nomies of Latin America, foster expanded industri- 
alization, keep a lid on inflation and serve as a viable 
bulwark against communist agitation. 

The growing concern by management here for 
Cuba’s economic and political future is not a nostal- 
gic yearning for the “good old days” under the 
Batista regime. The events that took place during 
Nixon’s tumultous tour of Latin America last vear, 
served as a strong warning to U. S. companies not 
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to get too closely associated or identified with dicta- 
torships in the Republics. 


Enormous U. S. Investment in Cuba 


Nevertheless, their apprehension is well justified 
inasmuch as American firms already have well over 
$1 billion in private holdings in Cuba. 

This total represents the third highest amount of 
U.S. direct private investments in any Latin Ameri- 
can country. This figure is surpassed only by the 


size of American investments in Venezuela and 
Brazil. Bulk of U. S. capital in Cuba is in public 


utilities—roughly $350 million. In fact, most of 
these utilities in Cuba are American-owned. Well 
over $80 million is in manufacturing plants, $40 
million in commercial ventures and $29 million in 
sugar growing, refining and oil and metal mining. 
Moreover, U. S. firms of all types have either initi- 
ated or planned almost 


only 120 miles from Miami and a logical gateway to 
South America. The Bahamas’ Freeport then will 
be in an excellent position also to compete with 
Panama’s Colon Free Trade Zone. Such a prospect 
is particularly appealing to American businessmen 
in view of the recent invasion attempt directed 
against the present Panamanian Administration. 


Loss of Tax Revenue Too 


Cuba’s income from operating as a “tax sanct- 
uary” thus will fall off considerably, with a result- 
ing decline of dollar revenues in Cuba from this 
lucrative source. Prospect is unfortunate in view of 
careful efforts by Cuba’s top economists to attract 
U. S. investments to Cuba. As a result, the Cuban 
business community is urging Castro to speed up 
negotiations with Washington for a double taxation 
agreement with this country. Cuba’s Foreign Minis- 
try claims this conven- 








$500 million in expan- 
sion of their facilities 
and services in Cuba. In 
addition, close to 12,000 
North Americans earn 
their livelihood and are 


Clark International 
J. A. Cantor Associates, 


domiciled in Cuba. Inc. 
U. S. Rubber 
U. S. and British United Fruit 
Companies Leaving Cuba Westinghouse 
General Electric 
Quite a few American Fiat 


companies have decided 
it would be foolish to 
ponder about what has 
happened in Cuba since 
Castro seized power. For 


Freeport Sulphur 
Allied Chemical 
Esso 

Republic Steel 





Are These Firms Having Second Thoughts 
about Staying in Cuba? 


tion could be signed this 
month if U. S. agrees to 
a “tax-sparing’’ clause 
in the treaty. Had Cas- 


Glidden tro not embarked on his 
1. T. & T. Land Reform Act, this 
American & Foreign provision might have 
Power been acceptable to 
Liquid Carbonic Treasury officials and 
the U. S. Senate. How- 


Air Reduction 
Armour & Co. 
Procter & Gamble 


ever, the strong threat 
of nationalization of 
American properties in 


Colgate-Palmolive 
Cuba, as well as a pos- 
Monsanto ib] “ ‘nl ete 
Milprint sible Red Cu yan Gov- 
at ernment, definitely will 


Lone Star Cement 
Owens-Illinois Glass 
Continental Can 
Great Lakes Carbon 
W. R. Grace 

Olin Mathieson 
American Cyanamid 


act as a brake on the 
early establishment of 
such an accord. On the 
other hand, U. S. firms 
now are impressed by 
the liberalization of Bri- 
tish export controls on 
American products, free 

















instance, roughly 130 Reynolds Metals 
U. S. and British firms Firestone 

have already left Cuba Phelps Dodge 

in favor of the Bahamas Goodyear 
hecause of complete dis- Goodrich 
satisfaction with the Sherwin-Williams 
latest Cuban economic 

measures (see below). 


Ford Motor Co. now is reported to be in the process 
of pulling out of Cuba. Great Lakes Feed Co. is an- 
other. Latter formerly supplied Cuba with 90° of 
all feed requirements for cattle and also is the 
largest foreign seller of feed in Latin America. It is 
said that Castro intended to manage the plant’s 
operations, set prices and determine the size of 
wages. Remington Rand and Arewak Trust Co. (com- 
posed of U. S., British and Canadian interests) also 
are alleged to be shutting down their Cuban offizes. 
Many U. S. steel companies now operating out of 
Venezuela, but with offices also in Cuba, are said to 
be suspending business in Cuba. 


Moving to the Bahamas 


Many of these American companies are incorpo- 
rating in the Bahamas for the purpose of using that 
area as the main distributing center for the forth- 
coming Central and Latin American common 
markets. Officials in the Bahamas assured U. S. 
executives that air cargo facilities in the colony’s 
Freeport will be sharply expanded. This Freeport is 
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convertibility of  sterl- 
ing, and lack of taxes in the Bahamas. Result will 
be a “tax paradise’”’ in the Bahamas and a long- 
awaited lever to boost U. S. exports. 


Interferences to Trade with Cuba 


U. S. exporters also are expressing increasing 
concern for their well established Cuban markets. 
Nevertheless, in contrast to firms here with holdings 
in Cuba, American shippers are reluctant to write 
off business with Cuba at this stage. Many traders 
here are genuinely worried about what Castro plans 
to do next, but contemplate no immediate move to 
suspend exports to Cuba. In some cases, U.S. credit 
terms with Cubans will be tightened. This will 
especially apply to shipment of luxury items previ- 
ously sold on open account arrangements. The latter 
undoubtedly will be shortened to sight draft and 
time bills. At present, remittances from Cuba on 
deliveries sent out with proper documentation has 
been very good in recent months. But Cuban traders 
buying on open account from U. S. are finding it 
difficult to present needed documents to Cuban 


THE MAGAZINE OF WALL STREET 


SS RET TE TE 








ban 
the 
non 
san 
on 

fain 
tra 
acc 
act 


and 
wol 
Ha’ 
exc 
clos 
age 
ent: 
U. 

for 











JUN 





vay to 
n will 
with 
ospect 
ssmen 
rected 
ion. 


sanct- 
esult- 
| this 
ew of 
ttract 
‘uban 
d up 
ation 
linis- 
nven- 
| this 
es to 
lause 
Cas- 
n his 
this 
have 
to 
and 
low- 
ireat 
of 

s in 
pos- 
7OV- 
will 
the 
of 
the 
rms 
by 
Bri- 
on 
free 
erl- 
will 
Nn gr- 


ing 
ets. 
ngs 
"ite 
ers 
ans 
to 
dit 
vill 
Vi- 
ter 
nd 
on 
as 
rs 
it 
an 


— 


coma 





to other Latin American firms on 





Havana 













Caribbean Sea 





& Sugar 

# 

<7 Nickel, Iron, Copper 
Q Tobacco 





OC % womles 








CUBA'S Natural Resources and Trade 


x, \ 
Bahama Is. % 


sound business practices. 


- ~@ Nationalization and Expropriation 
Despite repeated assurances to 
private enterprise, both in this 
country and in Cuba, Castro and 
his close colleagues have publish- 
ed in recent years, plans for the 
nationalization and expropriation 
of basic industries, including 
sugar. Therefore, Castro’s land 
reform movement was expected, 
but not in the drastic and severe 
terms provided in the 68 articles 
of this decree. The law creates an 





CUBA EXPORTS 
1957 Total: $808 Mil. 


WHERE EXPORTS GO 
1957 Total: $808 Mil. 
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Ores 
5% Japan 
Other Molasses /U.S.S.R. Other 7% 
7% Tobacco 3% 5% 25% 3% 











6% 


IMPORTS ~ SOURCE 
1957 Total: $642 Mil. 


U.K. YY f INN in 
3% program is to take large tracts of 


Germany Other Venezuela 


Agrarian Reform Institute with 
Premier Fidel Castro as Admin- 
istrator and Antonio Nunez Jimi- 
nez, a reported “leftist” as di- 
rector. The Cuban Government 
becomes the proprietor of all land 

Cuba. Main purpose of this 


land from present owners and 
give them to landless peasants. 


5% " : 
For instance, no person or cor- 


18% 








banks. Latter will act in these circumstances, when 
they receive copy of the invoices and a photostatic, 
non-negotiable copy of the bills of lading. At the 
same time, American collection experience in Cuba 
on sight draft and time arrangements range from 
fair to satisfactory. Nevertheless, consensus of 
U). S. traders is caution must be exercised and con- 
tracts should be sought primarily with “first class” 
accounts. In some instances, letter of credit trans- 
actions are the only advisable step. 

In a sense, Castro’s reckless pursuit of economic 
and political reforms is frustrating the outstanding 
work performed by the Credit Association in 
Havana. This group of Cuban businessmen renders 
excellent credit service to members and cooperates 
closely with counterparts in other countries. These 
agencies work in close conjunction with the influ- 
ential Foreign Credit Interchange Bureau in the 
U. S. The Cuban group was one of the first to be 
formed in Latin America and served as an example 


poration can hold title to more 
than 3,300 acres under any Cir- 
cumstance. It is clearly obvious that the decree is 
aimed at expropriating 1.6 million acres of cane 
land owned by American sugar companies within a 
year. 

U. S. citizens now control about 35% of all Cuban 
sugar production and turns out nearly 40% of Cuba’s 
sugar corp. Enforcement of this measure will result 
in sales of U. S. property at prices far below its 
actual value. In addition, Cuba’s sugar mills would 
become dependent entirely on a large number of 
suppliers, which would considerably lower produc- 
tion efficiency. Experts here also point out that the 
degree will necessitate the relocating of many thou- 
sands of farm families as well as providing them 
with tools, know-how and seeds. That would require 
a sizable amount of capital which is not exactly in 
abundant supply in Cuba at present. 

In addition, the decree states that these combined 
milling and cane-growing operations must cease 
within 90 days. Limited stock companies will be 
permitted to exploit sugar plantations only if all 
stockholders are named and are 




















Cuban citizens. Another section 

Current Statistical Information on Cuba of this land act provides that the 

1958 1959 Cuban Gover nme nt may grant 

— — land to foreign firms or individ- 

Sen. Gab. Bob, fan. Seb. Seb. uals for industrial or agricultural 

National Bank use when the National Institute 

Gold & Foreign Exchange Holdings (Mil.U.S.$) of Agrarian Reform “deems it 

Gold 136 136 beneficial” for the national eco- 
Foreign Exchange 304 302 nomy! 

Total 440 438 367 373 A storm of protest by land- 
Short-term Assets in U.S. Banks (Mil. U.S.$) 240 239 781 261 owners against this arbitrary de- 
Short-term Liabilities to U.S.Banks 130 126 151 150 cree is sweeping Cubi. Hundreds 
U.S. Trade with Cuba (Mil. U.S.$) of owners of tobacco land alse 

U.S. Exports st St 102 3333 declare that they never will sur- 
U.S. Imports “ “@ 2 2 3 @ render land titles to the Govern- 
U.S. Trade Surplus or Deficit (—) 5 5 4— 4 ment. Tenants and squatters also 
express (Please turn to page 420) 
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"Poppa of the natural gas industry continues 
at a rapid pace and there is no indication of any 
slackening over the coming several years. Practi- 
cally every company is to build substantial new 
facilities to bring additional quantities of gas from 
the producing fields to the still expanding markets. 
At the end of 1958 more than 31.3 million customers 
used natural gas providing annual revenues of $4.4 
billion. Gross assets of the industry were close to 
$19 billion. Construction expenditures for the in- 
dustry in the coming year are estimated at just 
under $2 billion, which is close to the level of recent 
years, and according to the American Gas Associa- 
tion they will aggregate over $8 billion for the 
1-year period 1959-1962. During this time the total 
number of customers is expected to rise to 34 
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speculative for some time to come 


The NATURAL GAS 


INDUSTRY 


By Kenneth Hollister 


> A dynamic growth industry still stymied by regulations — 


rates — and tax allowances — all not yet clearly defined 
® Which companies are in the best position? — which indicate 
a brilliant future? — those that will remain 


x - 
~% 
3 


tee ~ 


million and revenues are forcast at $5.6 billion. Gas 
reserves also are increasing and at the end of 1958 
were estimated at more than 254 trillion cubic feet— 
an increase of 5.7 trillion cubic feet for the year. 
Despite this dynamic picture of the industry, the 
securities of the group generally are depressed, re- 
flecting legal and regulatory problems that are 
hampering the translation cf this growth into im- 
proved earnings per share. In an oversimplified 
form it may be said that the basic difficulties stem 
from two Supreme Court decisions; the City of 
Detroit case of 1955 (also called the Panhandle 
case) and the Phillips Petroleum company case of 
1954. The former brought independent producers 
of natural gas under the Federal Power Commission 
for regulatory purposes and the latter case imposed 
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Statistical Summary of Natural Gas Companies 














Pipe Lines (Some Production) 


Earnings Per Share **---_———-_ Dividends Per Share Price Price 

-— —-Yearly——_- Ist Quarter 1958 Indicated Recent Div. Earnings Range 
1957 1958 1958 1959 1959 * Price Yield Ratio 7 1958-1959 

El Paso Natural Gas ............000 $1.65 $1.61 $ .45 $ .42 $1.30 $1.30 33 3.9% 20.4 39%4-27 

Mississippi River Fuel ........................ 2.00 1.96 .40 52 1.60 1.60 38 4.2 19.3 41%4-27 
Northern Natural Gas ...................... 1.87 1.62 73 74 1.40 1.40 32 4.3 19.7 3534-23% 

Panhandle Eastern Pipe Line ............ 2.74 2.74 77 91 1.80 1.80 46 3.9 16.7 62'4-37 

Southern Natural Gas ...................... 2.35 2.40 2.091 2.45! 2.00 2.00 38 5.2 15.8 4634-33 
Tennessee Gas Transmission ............ 1.70 1.84 55 38 1.40- 1.40 34 4.1 18.4 3858-25 \4 
Texas Eastern Transmission ............. 2.52 2.34 .80 .53 1.40 1.40 30 46 12.7 3612-2054 
Texas Gas Transmission ................. 1.83 2.06 .60 59 1.00° 1.2 29 4.1 14.0 354-16" 
Transcontinental Gas P. L. ................ 1.36 1.40 40 43 1.00 1.00 23 43 16.4 2658-1658 


Integrated Companies 























American Natural Gas ..................... 3.90 4.43 4.13! 4.31! 2.60 2.60- 62 4.1 13.9 73'4-48'2 
Ark Lovisi I ieceaiasibaibil 1.80 2.52 75 1.11 1.20 1.20 68 1.7 26.9 67 -26 
Colorado Interstate Gas ................... 2.24 2.30 81 1.01 1.25 1.25 51 2.4 22.1 59 -36'2 
Columbia Gas System ....................... 1.28 1.44 75 71 1.00 1.00 21 47 14.5 2458-16 
Consolidated Natural Gas ............... 3.39 3.14 2.36 2.67 2.00 2.10 50 42 15.9 5734-4034 
SE ean 2.32 2.24 1.95 2.06 1.80 1.80 40 4.5 17.8 47%4-31 
National Fuel Gas ...............cccccceeeeee 1.39 1.47 1.03 1.37 1.10 1.10 21 52 14.2 24%-17'8 
Oklahoma Natural Gas .................... 1.30 1.64 1.57! 1.92 1.13 1.24 30 4.1 18.2 3034-1934 
Peoples Gas Lt. & Coke .................... 2.93 3.08 1.51 2.19 2.00 2.00 58 3.4 18.8 59'2-37 
BR Gee GORI. cccecccccesccscccesoscssesss 2.51 2.41 -90 88 1.50 1.50 37 4.0 15.3 4278-27\4 
Retail Distributors 
Alabama Gas Corp. .............cccceeeeseee 2.18 2.56 1.99 1.95 1.60 1.60 31 5.1 15.5 35 -24% 
Brooklyn Union Gass .............0.0cc000 2.92 3.17 1.75 1.94 2.15 2.20 53 4.1 16.6 592-3445 
IIIS cit irocciinntannamasnenehictiene 1.16 1.30 1.37! 1.24! 87 .90 21 42 16.1 23'2-134%4 
Northern Illinois Gas ........................ 1.36 1.41 54 44 88 1.00 31 3.2 21.9 32 -16% 
ne 2.42 2.73 2.67 2.80 2.20 2.40 49 48 17.9 56'4-40'4 
Washington Gas Light ..................... 2.77 3.37 3.05 4.22 2.06 2.24 50 4.4 14.8 54'2-34'8 
**_Earnings as reported by the Co., and reflecting increases, +—Based on 1958 earnings per share. 
being collected subject to refund. 1__12 months ended March 31. 
*—Based on latest dividend rate. 2—Plus stock. 
Pipe Lines Columbia Gas System: Corporate re-alignment program and acquisition 
. . . ‘ . of Gulf Interstate facilities have strengthened the operations of this 
El Paso Natural Gas: Still expanding rapidly to serve the growing Coli- Sates euineniine deme. Chana Gabns entte. sandin 
fornia market. Important rate applications pending before the FPC and 9 : vow P 9 
also seeks to merge affiliated Pacific Northwest Pipeline. Diversifying Consolidated Natural Gas: Recovery in industrial sales early this year 
into related fields. should permit offset of 10°% dilution. Conservative stock with moderate 
Mississippi River Fuel: Company has diversified into production and growth prospects 
service phases of the oil industry and has a petrochemical plant. Lone Star Gas: New sales to pipeline companies plus rate increase ap- 
5 . : plications in local communities should provide modest improvement in 
Northern Natural Gas: Major expansion planned to serve Superior and earnings this year and some further growth in 1960 
Duluth, but growth of most of remainder of service area is moderate . 
Recent authorization to serve Northern Illinois Gas opens important new National Fuel Gas: Integrated distributing utility in northern New York 
market. Portion of earning subject to FPC rulings in rate cases. - parts of —~ and Pennsylvania. Provides reasonable yield and has 
Panhandle Eastern Pipe Line: Earnings appraisal involves assumptions es Gorm eer 3 
about every major regulotcry problem before the FPC. Issues are likely Oklahoma Natural Gas: Earnings hove risen nicely since rate increase 
of 18 months ago. Air conditioning can be quite important over the 


to be settled in courts and will require extended period of time. Sub- 
s'diary Trunkline Gas recently authorized to construct major new pipe- 
line to serve southern Michigan. Has substantial oil and gas reserves 


long term. Yield is above average 
Peoples Gas Light and Coke: Chicago distributor and pipeline system 
has large backlog of customers because of litigation to determine which 

















Southern Natural Gas: Recent rate increase will permit coverage of the ’ 
$2 dividend this year without necessity of selling holdings of Air Re- line should serve the market. Compromise now promises early increase 
duction. Further rote increases are being sought. Offshore subsidiary in gas supply. Rate increase obtained in Chicago should help to offset 
should cid company in entering oll and gas production field. recent dilution. Pipeline subsidiaries also have rate increase applications 
T Gas Tr ission: Derives two-thirds of revenues and eorn- United Gas Corp. Largest integrated gas system serving the Gulf coast 
ings from regulated gas sales and one-third from diversified interests including many industrial customers. Company has a number of rate in- 
‘as in petroleum industry. Aggressively managed and growing rapidly. Re- creases pending before the Federal Power Commission and before local 
‘ ale ‘ : regulatory authorities. System is strong financially 
58 Texas Eastern Tr Co pany: Earnings declined as a result of : Pit 
0 poor sales of reconverted ‘Little Big Inch Line’; outlook improving, Retail Distributors 
7a however. Gas pipeline has important rate applications pending and has Alabama Gas: Serving central Alabama, including industrialized Bir 
sizeable expansion program under way. mingham, this company has an earnings record thot reflects area growth 
Texas Gas Transmission: Serves distributors in industrial mid-west and A rate application now before the courts could enhance earnings im- 
he has program to build special line to serve Consolidated Natural. Earn- provement. 
: ings growth has been above average. Brooklyn Union Gas: Promotion of heating sales is more than offsetting 
re- Transcontinental Gas Pipeline: One of few large pipelines that has not higher costs. Long term expansion also may benef! from expansion 
re diversified. Provides pipeline and storage service for New York, Atlantic inte Staten telend. 
i seaboard cities and southeast. Recently filed for first major rate in- Laclede Gas: St. Louis distributor is benefitting from nearby underground 
m- crease. Sizeable expansion program is incurring high financing costs. po field. Recently granted interim rate relief to offset increased 
ed Integrated Companies cost o gas. Serves good territory for air conditioning 
’ : : Sia oo - Northern Illinois Gas: Recently approved supplies of gas from two major 
mm American Natural Gas: Combination pipeline and distributor serving sources should permit connection of up to 75,000 customers over the 
f Detroit and Milwaukee. Earnings this year sufficient to offset 10% coming year. Also could benefit from successful development of new 
0 dilution earlier this year. Company also declared a 10% stock dividend. underground storage field. Dividend recently increased 
lle ee to ee Son Se etuned Cae a ar is p Pacific Lighting Corp: Unseasonably mild weather for two consecutive 
of ng y gs per share. Manu acture of air years has dissipated the effect of rate increases. Increased gas costs in 
conditioners and a cement plant are among the important contributors. the meantime have neccesitated further rate relief applications 
rs ; em See mg ony of several _ cases pending for Washington Gas Light. Prospects for earnings growth have been ham: 
yn poe Pp A $90 cil Pp clear the way for possible expansion of the pered by inability to obta'n perm'ssion from Maryland legislature to 
ystem. million construction program is pending. construct underground storage field. Earnings subject to fluctuations 
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a requirement that cost be used as a determinant in 
setting prices for gas produced by a pipeline. The 
staff of the FPC is apparently trying to extend this 
doctrine to regulation of independent producers 
which has had the effect of further delaying solution 
of the problem. In other areas of regulation the in- 
dustry faces uncertainties with regard to rate of 
return, treatment of taxes for rate making purposes, 
and the question of highly leveraged capital struc- 
tures in a period of rising senior money costs. 
(These issues are discussed below in somewhat 
greater detail). At the present time another year 
to two years may be required before the earnings 
growth of the industry again can be commensurate 
with its physical expansion. 


New Stimulants 


In the past year there have been two important 
developments that have materially improved the 
future sales outlook of the industry. The first is the 
merchandising of a gas air conditioner by the Arkla 
Air Conditioning Corporation, and the second the 
introduction of a complete line of major gas ap- 
pliances by RCA Whirlpool under one brand name 
early in 1960. Prior to these developments it had 
appeared that growth might be at a reduced rate 
as saturation of residential heating service is rela- 
tively high in most of the country and probably 
averages about 65% of total residential customers. 
(This figure excludes the midwest and northwest, 
where gas service has been initiated only recently). 
Thus in addition to the prospects for connecting 
many additional heating customers there has been 
a distinct improvement in the outlook for incremen- 
tal use by the residential customers. 

The manufacture of the Arkla Air Conditioning 
unit which is an adaptation of the old Servel air 
conditioner, is enabling retail distributors of natural 
gas to begin to compete for this valuable market. 
Last year, Arkla shipped close to 8000 residential 
conditioners, or double the number previously pro- 
duced, and this year expects to sell close to 14,000- 
15,000. Other manufacturers are also field testing 
gas air conditioners and several should be ready for 
commercial sale by 1961. Without trying to look too 
deeply into the future, the fully air conditioned 
home is quite likely to be one of the accepted com- 
forts of the next decade and the potential market 
undoubtedly numbers in the millions. It is, how- 
ever, important that the gas industry be able to 
compete effectively against the electric companies 
and to do this they must improve their load factor 
and reduce the seasonal characteristics of their sales 
to the greatest extent possible. At the end of 1957 
there were 230,000 tons of gas air conditioning, 
most of it in industrial or commercial establish- 
ments, and about 3000 residential units (approxi- 
mately 12,000 tons). Recently a spokesman for the 
industry estimated that by the end of 1962 as many 
as 300,000 residential customers would be using gas 
air conditioning and this would provide incremental 
revenues of $25 million annually. While the time 
element of this estimate may be a trifle optimistic 
it is indicative of the potential size of the market. 


The American Gas Association in conjunction 
with practically all subscribing members also has 
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Financial Statistics Comparing 
—aneiecenel 
El Peso Northern — 
Natural Natural Pa 
Gas Gas har 
ne ——| Om 
PLANT VALUE (MILLIONS) GROSS $1,483 $537 Pipe: 
NE III eittrtissniccncnndinenanicanmiacnanenniatininith 212 118 er 
ee ID CIID ceiccccteserccscssancincsincnnsesovnsnensacnsenne 1,271 419 ¥° 
CAPITAL RATIOS (%) 20 
Funded Debt to Total Capitalization * .............. 68 58 
Preferred Stock to Total Capitalization ................ 9 10 P 
Com. Pfd. Stock to Total Capitalization ............ 3 — 
Com. Stock & Surplus to Total Capitalization .... 20 32 ; 
ANALYSIS OF REVENUES (%) : 
Natural Gas (Prod., Transmission & Distrib.) ...... 76 97 
RN TE MII ccsicrrenscscaiosiasaseniiinienssnninienienioun VW 1 ‘ 
Re I AEE SEIU IED» airnsisnncnnstictasiinsnanmnsnncietnninntianswess 13 2 
INCOME ACCOUNT (CONSOLIDATED) 
Gross Revenue (Millions)  ................ccccccccceeeeeeesseeee $ 368 $138 
Natural Gas & Petroleum Prod. Purchased ........ 135 51 $12 
Operating Expense 72 27 ‘ 
SIIINGD. Sacstnscncseseisninncnecseanicascnvereuensenneenensaness 13 4 1 
Depreciation, Amort., and Depletion .................. 48 17 
NIN HIND suvcstcinsvensensinesccsicnciccesiininesens 9 - 
IE IID TNIIG ccsicccencctesicinccntniecscnsenscnssoncens 12 12 ; 
Net Operating Income (after all taxes) .............. 72 21 
OE GTI csercesecccecevsesvnesensesnnscsenoncanonvsenennassesenoes 73 22 1 
Gross Income as of a percentage of ‘ 
RU CIID snciccssanesssssveceseviccseensiaocenannnce 5.7% 5.3% : 
SE TIED icsscndssntnssevesiensievinivenssinnnnninnnnindinininiin $ 45 $ 10 10. 
Pee ID, snccintiteitasconensannstnensisctenncnnseinseneemmmiceninianion 35 15 $ 
EXPENSE RATIOS (%) 1 
Ratio Depreciation to Gross Revenues .............. 13 12 
Comb. Deprec. Depl. & Maint. to Gross Rev. ...... 16 15 
Development Exp. (Explor. Dry Holes, etc.) ........ 2 _ 
Operating Ratio (Including taxes) ...............004 80 84 ; 
EARNINGS RATIO f 
No. of Times Fixed Ch’ges Earned after Taxes .. 2.0 2.3 
Common Stock—Dividend Payout (%) ................ 80 86 J 
*—1ncludes Bank Loans for some companies. r 
1__Combined operating and maint exp 7 
2_Based on latest indicated dividend rates. q 
undertaken a major campaign designed to regain . 
the market for gas appliances. Combinations of gas ra 
stoves, refrigerators, clothes driers, incinerators ur 
and other appliances, all newly designed, improved of 
in efficiency and meeting certain safety standards th 
are being aggressively promoted both nationally Sc 
and at the local level. An important phase of this fa 
program is the introduction of a complete line of to 
appliances by RCA Whirlpool Corporation which m 
will be marketed by many appliance dealers. Assum- 
ing the merchandising of these products is well re- 
ceived, other appliance manufacturers should enter th 
the field. ar 
al 
Distributors and transmission companies have ra 
already prepared themselves for the long-term is 
anticipated sales growth. They are doing so, how- ci 
ever, in a peculiar atmosphere as they do not know | pe 
precisely what their gas costs will be. In some areas fo 


competitors are pointing this out to potential gas 
customers, bringing to their attention the recent 
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- —— J the Position of Leading Natural Gas Companies 
-—— Pipe Lines ——_—_——_— — -Integrated Companies — ——Retail Distr. 
Pan- Tenn. Texas Texas Trans- Con- 
handle Southern Gas Eastern Gas Continental Amer. Columbi lidated Lone Peoples United Brooklyn 
Eastern Natural Trans- Trans- Trans- GasPipe Natural Gas Natural Star = Gass Light Gas Union Pacific 
Pipe-Line Gas mission mission mission Line Gas System Gas Gas & Coke Corp. Gas Lighting 
$308 $288 $1,224 $868 $230 $572 $707 $1,204 $736 $389 $715 $838 $171 $752 
104 66 210 137 58 71 126 243 191 122 188 258 40 130 
204 222 1,014 731 172 501 581 961 545 267 527 580 131 622 
59 60 61 65 60 67 65 59 42 52 56 57 56 39 
4 — 8 10 9 13 — 5 13 
—- — 7 4 - — 5 1 
37 40 24 21 31 20 35 41 58 43 39 43 a4 47 
97 97 61 87 97 100 100 99 97 84 98 89 100 100 
1 2 8 WW 3 — — 1 7 1 6 — 
2 1 31 2 — — _ 3 9 1 5 
$121 $ 95 $403 $266 $104 $115 $204 $427 $303 $112 $188 $317 $ 78 $285 
55 45 177 129 58 aa 48 189 147 24 48 154 21 
19 13 62 35 12 17! 48 75 63 29 48 57! 21 189! 
4 2 iB 6 2 — 8 17 9 5 7 5 
10 9 49 25 8 13 23 30 18 13 19 25 6 15 
— 3 — 2 — — 3 5 
9 6 26 20 6 W 22 36 19 9 19 16 8 23 
19 12 64 43 iB 26 37 59 32 20 28 45 9 33 
23 16 71 46 VW 27 38 59 35 20 29 45 10 34 
10.7% 6.5% 6.3% 6.1% 7.1% 5.4% 6.3% 6.2% 6.1% 7.3% 5.5% 7.0% 6.5% 5.6% 
$ 4 $ 4 $ 35 $ 27 $ 5 $ 15 $ 16 $ 22 $ 8 $ 6 $ 8 $ 14 $ 2 $ 10 
19 12 46 25 7 17 21 39 25 15 16 31 7 20 
8 9 12 9 7 W WW 7 7 W 10 7 8 5 
W 12 15 12 9 15 W 9 16 14 18! 14 9 
— 3 ~ — 2 - - 3 2 
83 87 84 83 89 77 81 86 89 82 85 85 87 87 
5.7 3.9 2.1 1.80 2.2 19 2.3 2.8 4.2 3.3 3.6 3.2 3.7 3.4 
66 83 76 60 59 71 63 70 67 80 65 62 69 87 




















rapid rise in gas costs and pointing to the continuing 
unstable situation. Certainly the frequent need for 
offsetting rate increases by distributors has made 
them vulnerable to this problem in some areas. 
Solution of the rate situation will still require a 
fairly extended period of time, but there appears 
to be an increasing awareness of the need for settle- 
ment as quickly as possible. 


When the so-called Memphis case was decided by 
the Supreme Court last January, investors began 
anticipating rapid rulings by the FPC of the many 
applications by pipelines and producers for higher 
rates. The Commission lent credence to this hope by 
issuing a statement that it anticipated early de- 
cisions on a number of rate cases which had been 
pending for extended periods (in some cases, up to 
four years). 


The Rate Situation 


At issue in the Memphis case it may be remem- 
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bered, was the right of a natural gas company seek- 
ing to increase its rates to file an application under 
Section 4 of the Natural Gas Act after giving pre- 
scribed notice or of being required to negotiate pros- 
pective increases with each customer. This case was 
pending before the court for more than a year, and 
during that time the backlog of rate applications 
rose to over $200 million on an annual basis. Last 
January, the Court found the earlier practices of 
the FPC, which encompassed filing procedure, to be 
correct. While the decision was helpful in tnat it 
removed an important risk, it did not basically im- 
prove the regulatory position of the natural gas 
companies. 


Turning first to rate of return it generally had 
been hoped that the FPC would be persuaded to 
recognize higher costs and risks and allow pipeline 
companies amounts that would permit earnings 
growth commensurate with that of several years 
ago. Applications have (Please turn to page 414) 
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ig the first quarter of 1959 is singled out in com- 
ing years as a moment of stock market excesses, 
it will nevertheless occupy but a short page in the 
chapter of earlier, and, probably, later periods of 
speculative orgy arising out of that human urge for 
gold — for riches. 

In the early 18th century, for example, 1720 was 
a year of disastrous speculation; although the 
gigantic fraud of the South Sea Bubble is the best 
known of the many get-rich schemes hatched in 
that year, old prospectuses of the time reveal a 
multitude of equally clever deceptions and machi- 
nations. One company was formed to make boards 
from sawdust, another was established to encourage 
both the breeding of horses and repair of parsonage 
houses, a third to build a device to fire round and 
Square cannon balls and bullets, thus revolution- 
izing the art of warfare; and a fourth, most ingeni- 
ous of all, was a company organized to “carry out 
an undertaking of great advantage, but nobody to 


”? 


know what it is’. 





= Growth 


By Walter Untermeyer, Jr. 


Caveat Emptor 


Writing of the period, Charles Mackay in 1841 
said that “. . . Men were no longer satisfied with 
the slow but sure profits of cautious industry.” 
And, what is more important, when the speculative 
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Company 
Extraordinary! 


and Jonathan W. Dodge 


bubble finally burst, public opinion demanded only 


the punishment of the directors. “Nobody blamed 
the credulity and avarice of the people .. . these 
things were never mentioned.” Although Mackay 
wrote over a hundred years ago, the lesson for the 
present-day investor should be obvious. Carl Sand- 
burg has observed that the best time to sell is 
when one has a buyer — but the question of what 
and when to buy is perhaps not as easily answered. 
In an earlier article we discussed the problem of 
market timing and suggested an approach to profit- 
able investment, pointing out some recent pitfalls 
that have trapped the unwary investor. An issue 
that currently appears to meet the requirements 
of longer-range investment accounts — and which 
seems well clear of the dangerous shoals of dis- 
illusement is International Business Machines. 


The Golden Goose 


Although it is impossible to specify what price 
multiple should be assigned to this growth stock, 
one indisputable fact stands out with regard to 
IBM: the stock has been historically cheap what- 
ever price one paid for it. 

At a recent price of around $460 a share, Inter- 
national Business Machines is selling at fifty-eight 
times estimated 1959 earnings of around $8.00 
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mated cash flow this year of near the $16 


per share, and almost thirty times an esti- PL INTERNATIONAL BUSINESS MACH. __1BM_ —— 





level. 

While these multipliers may seem on the 
rich side, IBM is a stock which has always 
sold at relatively fancy ratios. In the pre- 
World War II year of 1939, the stock traded 
at an adjusted price of about 914, allowing — 
for splits and stock dividends. This price was 
around eighteen times its ’39 earnings of 
$0.52 per share, a rich multiple when one 
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considers that other major stocks were sel- + < ty 
ling at much lower price earning ratios. r © P 
Again, in the postwar years of 1947 to — anes, ea == at ele 
1950, IBM sold at an average of 16 times prot | 
earnings, still opulent considering that Oils eee ne 
were then commanding a P/E of 7 times st —j—- 
earnings, Rubbers 5 times, Steels 6 times, T THOUSANDS OF SHARES 
and Office Equipment in general 10 times ght, ly a 
earnings. a teeta | . 7 A) ho. aH al 5 mn [4.33 | 5.15 | 7.10 tae 
854 | *.85h | *. 85% | * 85% | °.85% | *.85% |°1.014 | 1.06% {1.28 | 1.59 P1734 | te minh 
A Basic Value — What Price Growth? aba 224 7 ae at t+ Li} 124 2 24 . 


IBM has always been a bargain despite the ap- 
parently high cost of the individual shares; at 
prices that seem high to those who do not look more 
deeply into basic value, the stock, IBM, has never- 
theless justified its purchase many times over. 
Furthermore, the market action of the stock has 
been vindicated by the company’s performance. 
According to all the classical criteria by which one 
evaluates a growth stock, the growth trend in 
sales in relation to the growth trend of the econ- 
omy and in relation to other growth stocks in gen- 
eral has been unsurpassed. In fact, over the last 
decade sales have increased almost 1000% versus 
around 500% for industry as a whole. 

There are three other maior criteria for evalu- 
ating growth stocks, and IBM scores high in each 
category. The company’s operating profit as a per- 
centage of sales has averaged 37% over the post- 
war period, placing it in a high bracket indeed. 
Secondly. TBM’s carry through to net has been 
around 10%. another highly satisfactory showing. 
Lastly, IBM’s return on invested capital has aver- 
aged around 22%, showing astute and capable 
management. 


Thinking Machines 


International Business Machines is one of the 


nation’s major producers of electrically operated 
business machines. Although the company has yel 
to develop a machine which can out-think a human, 
some of the devices are remarkably versatile and 
amazingly efficient. The Data Processing Division 
is the company’s most important activity; this op- 
erating section has built a world-wide reputation 
for both the company and its products. The Divi- 
sion’s data processing systems have a wide range 
of application, from payroll accounting to sattelite 
tracking. 

The equipment was formerly offered on a rental 
basis only, but under the terms of a consent decree 
entered into with the Department of Justice in 1956, 
the corporation is now required to offer its ma- 
chines for sale as well as rental. In view of this 
fact, it must be realized that sales since 1958 are 
not directly comparable to previous years since 
some of the equipment which would formerly have 
been rented is now sold, thus bolstering annual sales 
at the expense of future income. 


The Supplies Division 


Closely allied to IBM’s Data Processing Division 
is its Supply Division which distributes punched 
cards, magnetic tapes and other supplies used in 
the company’s data processing machines, used 

today for a wide variety of purposes. Also 








under the Consent Decree of January, 1956, 





Income Data 


1__Adjusted for 3 for 2 stock split. 
New 1959 annual rate after stock split. 
3_Plus stock. 


2 00 








IBM is required to make available to com- 
petitors the card manufacturing machines 


Net Income Net Net ; ' which it pioneered. 
Seles = Taxes = ncome ———— oe IBM’s electric typewriter has been on 
argin er er sitiioel . Sy — . ‘i 
(Millions) % Pol teal the market in one form ol another for 
- twenty-five years during which time the 
1959 (Ist Qrtr.) 295.6 30.3 28.9 97 1.591 2.002 Company has shipped over one million 
1958 1,171.7 130.0 1261 108 6.93! 1.733 machines 
1957 1,000.4 97.0 892 89 5.141 1.53 - 
1956 734.3 75.0 687 9.3 4.36! 1.26 Tem Secret 
1955 563.5 61.8 558 99 3.541 1.06 ~~ 
1954 461.3 51.8 46.5 10.0 2.951 1,003 : Si . 3 
1953 409.9 58.2 34.1 2.4 2.761 863 Special military equipment accounts for 


around 20% of IBM’s business. Although 
much of this equipment is highly classified 
because of defense requirements, such de- 
vices as elec- (Please turn to page 419) 
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Six Companies 
Reporting Sharply Higher Earnings 


> Where do they stand today — and looking to 1960? 


By R. C. ERLINGSEN 


IGHER earnings in comparison with similar 
1958 periods have been in the majority thus 
far in 1959, but the market has thoroughly dis- 
counted such improvement for the bulk of the re- 
porting companies. In many instances, prices have 
risen to highly unrealistic levels in view of the fact 
that the business outlook has still not been clarified 
for 1960. 

The stocks dealt with in this article have recently 
reported substantial earnings gains. In the discus- 
sion that follows, each will be examined to see where 
they stand today and to evaluate the prospects for 
continuation of the favorable earnings trends, as 
well as to judge the extent to which their current 
prices have already anticipated their higher earn- 
Ings. 


A Broad Line Agricultural-Industrial Enterprise 


Archer-Daniels-Midland is a highly diversified com- 
pany, its approximately 1,000 products finding their 
way into virtually every segment of the country’s 
major industries. It is the largest producer of linseed 
oil, used in the manufacture of paints and varnishes, 
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printing inks, linoleum, oil cloth, soap, and core 
oils for foundry work; one of the three largest pro- 
cessors of soybeans; has the second largest grain 
storage capacity; and is the fifth largest flour miller. 
Sales in the fiscal year ended June 30, 1958 (exclud- 
ing grain storage, which accounted for 4% of reve- 
nues, but 24% of gross profits) were derived from 
flour, 29%, soybean products, 30%, chemicals, 20%, 
flaxseed products, 12%, and miscellaneous, 9%. A 
worldwide organization, ADM has sales offices in 24 
foreign countries in addition to those maintained in 
all the principal cities of the U. S. and Canada. 

The balance sheet is remarkably clean, with 
nothing but common stock in its capitalization and 
net working capital alone of nearly $30 per share. 
In the post-war period, earnings per share have been 
as high as $9.58 and dividends of $2.80 were paid 
in 1951 and 1952. However, profit margins and sales 
have declined in recent years, the net result being 
average earnings in the 1954-58 period of $3.19 
compared with the 1949-1958 average of $4.25. 

But the basic nature of ADM is being altered as 
management moves vigorously toward a greater de- 
gree of product upgrading while reducing the de- 
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Six Companies With Improved Earnings 





Net 1958 Comparative Interim Reports Price Indiated PriceRange Recent Div. 
Working Net Net 1958 1959 Earnings 1959 1958-59 Price Yield 
Capital Sales Earnings Net Net Net Net Ratio Dividend 
Per Sales Per Sales Per oe . 
(Mil.) Share (Mil.) Share  (Mil.) Share 
Archer-Daniels-Mid. ..$47.9 $215.8! $2.45! N.A. $1.63° N.A. $2.70° 12.8 $2.00 49'2-29 45 4.4% 
Celotex Corp. ........... 21.9 67.75 2.79 28.4 .24 34.3 1.45 12.0 2.00 4472-26% 40 44 
Litton Industries ........ 23.1 83.15 2.13% 61.54 1.594 89.14 2.29% 33.8 11 =: 123%-367% 103 
Motorola, Inc. ........... 54.6 216.5 3.80 40.89 359 63.69 1.359 19.6 1.50 130 -35 106 1.4 
gf t. ae 212.3 2,645.3° 1.705 1,259.46 436 = 1,294.36 1.416 17.9 1.60 42%-29\ 4! 3.9 
U. S. Plywood ........... 65.9 238.77 5.367 48.8° 58° 66.9" 1.435 9.2 2.00 48%-26% 53 3.7 


Year ended June 30. 7—Year ended April 30, 1959. 
9 months ended March 31. “Quarter ended April 30. 
Year ended July 31. %— Quarter ended March 31. 
9 months ended April 30. 10__{nitial payment. 

5__Year ended October 31. 11__Paid 212% in stock to date. 
26 weeks ended May 2. 


- 


* Based on latest dividend rate. 
**—Based on latest interim reports. 
NA—Not available. 
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pendence on vegetable oils and diversifying into 
lines offering more attractive profit potential. An 
example is the 1958 acquisition of the Crosby Aero- 
Marine Corp, a major manufacturer of reinforced 
plastic boats. 

Signs point toward continuation of the favorable 
earnings comparisons noted in the first nine months 
of the fiscal year to end this June 30. With greater 
farm acreage being placed under cultivation, 
chances favor continuing satisfactory spreads on 
agricultural products; sales to industrial customers 
are on the upgrade; grain storage promises to re- 
main a lucrative source of earnings; and the open- 
ing of the St. Lawrence Seaway has enhanced the 
potential for international sales. 

For the year to end this June 30 earnings are 
estimated at $3.75 with further moderate increase 
likely in fiscal 1960. Thus the shares are priced at 
about 12 times earnings, comparing favorably with 
the 1954-58 average of 11.7 times. However, the $2 
annual dividend, which might be expected to in- 
crease were it not for the company’s demonstrated 
expansion policies, yields only 4.4% compared to 
the 1954-58 average of 5.5%. 

Celotex Corp. is something of a building materials 
specialist, being the leading factor of the industry 
in the manufacture of rigid insulating board and 
acoustical products. These account for about 60% 
of total company sales, with gypsum products, 15%, 
roofing products, 15%, and hardboard and miscel- 
laneous items, 10% taking up the remainder. Celo- 
tex’ sales and earnings are naturally tied closely to 
construction activity which is one of the brighter 
spots on the economic horizon. With earnings of 
$1.45 per share reported for the six months ended 
April 30, 1959 $0.87 of it in the final three months, 
Celotex seems assured of exceeding the $3.53 earned 
two years ago. Some slight increase in the $2 divi- 
dend is not an unreasonable expectation should con- 
struction activity continue in high gear. 

Celotex’ principal raw material is bagasse, the 
material which remains after sugar is removed 
from the cane. About 25% of its bagasse reauire- 
ments is obtained from a 48% owned affiliate. 
which, interestingly enough, is carried on Celotex’ 
books some $514 million below quoted market value. 

In response to increasing demand for its prod- 
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ucts, a new plant was opened last year in Iowa, an 
area not previously covered and another new plant 
scheduled to come onstream this year in Michigan 
could contribute to profits next year. Research ac- 
tivities stressing development of new products and 
improvement of existing ones is carried on at a new 
facility near Chicago. 

While sales and earnings have been anything but 
steady, Celotex has nevertheless maintained a fairly 
satisfactory earnings level, averaging $4.32 per 
share in the past five years. The $2.40 annual divi- 
dend paid in 1956 and 1957 was cut to the present 
$2 in April 1958. Statistically, the shares are selling 
above their normal multiple of earnings. However, 
they appear realistically priced in the building 
group on a price/earnings and yield basis consider- 
ing the chances for a return to a $2.40 dividend rate. 


Fast Growing Youngster 


Litton Industries, in less than five full years of cor- 
porate existence, has demonstrated an exciting capa- 
city for growth that has seen sales and earnings 
rise from virtually nothing in 1954 to $83 million 
and $3.7 million respectively in the year ended last 
July 31. In the nine months to April 30 last, sales 
had already exceeded the 1958 total and for the 
full year are expected to be in the area of $125 mil- 
lion with earnings per share of $2.75 or more. 

Litton’s avowed intentions are to “establish a 
broad base on which to grow—a profitable balance 
between commercial and military electronic prod- 
ucts.” Clearly, Litton has admirably accomplished 
its goal to date, with a sales relationship in fiscal 
1958 of 45% military and 55% commercial. With 
the acquisition of Monroe Calculating Machine Co., 
Litton extended the potential for application of its 
highly competent technical know-how into the ex- 
panding area of business machines, specifically elec- 
tronic data processing. to complement its excellent 
position in the fields of communications, navigation. 
and control equipment for military and commercial 
use and electron tubes. microwave equipment, and 
other diversified though related products 

Litton’s financial picture at July 31, 1958 showed 
current assets of $41.9 million covered current li- 
abilities of $18.8 million 2.2 times. The approximate- 
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ly 1.7 million common shares were preceded by 
$10.9 million long term debt and 27,747 shares of 
5% cumulative preferred stock, $100 Par. No new 
financing is currently contemplated. 

Looking ahead to the year commencing this 
August 1, sales are expected to reach $175 million, 
in which case earnings per share would be about 
$3.50-$3.75 Admittedly, these shares are selling at 
what appears a prohibitively high earnings multiple, 
and recent market uneasiness in the electronics is- 
sues is not especially encouraging,—in fact, specula- 
tive. Nevertheless, this is an industry sitting on 
the threshold of what promises to be a sustained 
period of growth and Litton seems well acclimated 
to this new scientific age. For those investors 
anxious to participate in this industry and willing 
to forego current income, Litton, by virtue of its 
accomplishments, has a measure of appeal in this 
highly speculative and potentially vulnerable group 
if purchased at the proper price 


Auto Boom Spells Motorola Profits 


That Motorola profits are tied closely to automobile 
production is clearly discernable from its March 
quarter report when earnings jumped to $1.35 
from $0.35 in the similar, depressed 1958 quarter. 
Motorola car radios are installed as original equip- 
ment in Ford, Chrysler, and American Motors 
cars, while nearly 75% of radios installed by 
owners after purchase are reportedly Motorolas. 

Other important contributing factors to Motor- 
ola’s imposing about-face have been a leading posi- 
tion in the growing stereophonic sound field and 
substantial inroads made ‘in the domestic television 
market. The complete line of radios, television sets, 
and phonographs accounts for roughly 60% of total 
sales, the remainder coming from communications 
and electronics, 17%, and military sales, 23%. 
Motorola is increasing its participation in the rapid- 
ly growing semiconducter field. a new three story 
addition to its present productive facilities due to 
come onstream this year. Military sales are pri- 
marily communications, radar, guidance navigation 
and surveillance systems and data processing. 

A most important area of endeavor and one in 
which Motorola occupies a leading and pioneering 
position is that of mobile communications. Its MO- 
TRAC line of two-way radio systems is fully tran- 
sistorized, both in receiver and power supply com- 
ponents. This is a particular advantage when the 
systems depend on car or truck batteries for their 
power, as they often do, for the sets can operate on 
only 15% of the power that standard sets require. 

The shares are selling at the upper reaches of a 
range which saw the stock better than triple in 
1958-59, and certainly is selling well in excess of 
past standards. Notwithstanding a sound financial 
position at 1958 year end, conservative dividend 
policy was decided upon to conserve cash for capital 
needs and possible acquisitions in the electronics 
field. The changing nature of the company from 
strictly a consumer products manufacturer to a 
more broadly diversified electronics company makes 
appraisal difficult. The stock has just sold at 110 
on estimated 1959 earnings and is therefore assumed 
more of a speculative character than formerly, 
and therefore the approach should be one of caution 
at this point for the conservative investor. 
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Porkers Plentiful—Profits Perk Up 


Like all meat packers, Swift & Company suffers 
from cyclical swings in livestock supplies and 
prices, but its profits have shown far milder fluctua- 
tions in the past than have its competitors’, in some 
part due to utilization of the LIFO method of in- 
ventory accounting. LIFO dampens the cyclical 
swings that earnings might otherwise have under 
the normal conditions of volatile livestock prices by 
considering the last inventories purchased to be the 
first sold (last in, first out.). Its geographically dis- 
persed plant structure and diversified product lines 
have also helped to mitigate the effect on earnings 
of fluctuating livestock supplies. 

Swift is the world’s largest meat packer, its prod- 
ucts including meat, poultry, and dairy products, 
canned and frozen foods, feeds, and fertilizers sold 
under such familiar brands as Swift, Brookfield, 
Allsweet, and Vigoro. Meat products account for 
over half of sales, and dairy and poultry products 
for about 15%. 

In the past three fiscal years, after-tax profit 
margins have fallen to 0.56%, compared to a 40 year 
average of 1.04%. Several influences, some short 
term, others of a more durable nature, can be cited 
to account for this earnings decline. In these years, 
as livestock marketings fell, industry efforts to 
utilize its vast plant capacity intensified bidding 
for available supplies. forcing prices up unrealis- 
tically high. Of more basic concern has been the ad- 
vent of packing plants operated by many of the na- 
tion’s major grocery chains and the growth of cen- 
tralized buying bv other large wholesalers and retail- 
ers, both of which served to step up the competitive 
tempo in the industry. Swift has taken steps to off- 
set these factors and improve margins by (1) 
streamlining plants and methods, (2) relocating 
or closing uneconomic facilities. (3) increasing re- 
search, (4) realigning and strengthening marketing 
channels, and (5) diversifying. Whether genuine 
gains can be effected or this all will amount to no 
more than “running fast to keep still’’ remains to be 
seen, 

Swift earnings in the second half of the fiscal 
year ending this October 31 ought to at least keep 
pace with the first half, when the company reported 
earnings of $1.41 vs. $0.48 in the similar 1958 
period. Earnings averaged $3.40 per share in the 
ten year period, 1949-1958 and dividends in those 
years averaged $2.38. Continuation of the first half 
experience could mean a return to the $2 dividend 
level. Besides the factors noted above, another in- 
teresting consideration for long term holders is 
Swift’s majority ownership in a life insurance and 
a casualty insurance company. Having sold to yield 
at least 5% in recent years. Swift shares currently 
appear to be fully discounting the possible return 
to a $2 dividend basis. 


Plywood Prices Firmer-Outlook Brighter 


U. S. Plywood this year experienced its best April 
quarter since 1956, reporting earnings of $1.43 and 
pushing full year earnings for the year ended April 
30 last to $5.36, (including a $1.05 special credit in 
the October quarter) compared to $2.47 the year be- 
fore. Although plywood prices continue to display 
their characteristic volatility, the average level pre- 
vailing throughout the (Please turn to page 421) 
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N retrospect, it seems safe to say that there have 
been few years, in the annals of investment ex- 
perience, that proved to be as eventful as the one 
just past. In the spring of 1958, business was enter- 
ng the recovery stage after a sharp but brief re- 
cession, and the market was in the inisial phase of a 
major advance—fired by an awakening to the trend 
toward longer term inflation. Yet, notwithstanding 
the rise of the market averages from the lows of a 
year ago, numerous stocks have proved to be lag- 
vards or have failed to participate fully in the 
advance. 
Therefore, in reviewing our recommendations 
ver the past year, we may be pardoned if we feel 
me sense of satisfaction in our selections—as 
any issues recommended have shown far better 
than average appreciation. While the limitations of 
pace do not permit us to list all issues suggested, 
he tables in this article contain 80 common stocks, 
‘ith prices at the time of recommendation, subse- 
quent highs and points profit, together with current 
prices. For the benefit of our readers, in the column 
ieaded “Rating”, we show our present recommenda- 
‘ion for each issue. Thus, we are examining the 
present and looking into the future, as well as 
eviewing the past. 
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Reappraising 


Our Recommendations 
-Over the past year 


By JOSIAH PIERCE 


Readers of The Magazine of Wall Street are 
familiar with the fact that purchase suggestions 
appear, from time to time, in various articles in our 
publication.Recommendations may be made in con- 
cise “thumb-nail” analyses or in full-scale “invest- 
ment audits” of selected companies. They may 
appear in industry reviews or group studies, or in 
one or more special feature articles. The tables, 
listing the 80 stocks, show the date of each issue 
of our magazine, in which the original recommen- 
dation appeared. ; 

We have selected certain stocks for comment or 
discussion in this review of our recommendations 
over the past eventful year. To a greater or less 
degree, these stocks vary in investment quality, 
although all are good-grade issues. However, as 
indicated in the tables, they show variations in price 
appreciation. 


Fast Moving Issues 


At the time of our May 24, 1958 recommendation, 
Zenith Radio was selling at 75. The stock subsequent- 
ly rose to 324. Following the recent 3 for 1 split-up, 
the new stock reached a high of 130 and is currently 
127. Despite the business recession, earnings for the 
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Date 
Recom- 





t American Airlines 2.00.0... 8/30 
Addressograph-Multigraph | 8/2 
Equiv. for old stk. ............ 
Allied Chemical ...................... 9/13 
American Brake Shoe .......... 8/2 
American Chicle = ................ 8/16 
Equiv. for old stk. ............ 
American Home Products .... 10/11 


American Machine & Foundry 8/16 
American Tel. & Tel. ! .......... 9/13 


Equiv. for old stk. ............ 
i American Viscose .................. 9/27 
Arkansas-Lovisiana Gas ...... 1/3/59 


Bath Iron Works .... 











Beech Aircraft 2.0.0... 7/5 
Bell & Howell > .................... 11/8 
Equiv. for old stk. ............ 
' Bendix Aviation ................+ 9/13 
| Black & Decker ......ccccs.sccccsss+: 8/16 
Brunswick-Balke-Collender *.. 8/16 
Equiv. for old stk. ............ 
Carpenter Steel .................00+ 9/13 
Caterpillar Tractor ................ 8/2 
Central & South West Corp. 6/7/58 
ee 12/6 
SII. setniiicnssiinnisnpeatteninsnnnden 11/8 
Colgate-Palmolive ! .............. 7/5 
Equiv. for old stk. ............ 
Commonwealth Edison ........ 6/7/58 
Crh DUIIIE wicccnscccccessncescicns 7/19 
BUN HE NEIL snicsssccerneccnenencsess 10/11 
Denver & Rio Grande W.! .. 7/5 
Equiv. for old stk. ............ 
ee 9/13 
IP CED crcnnsiisnsncsncarenceniassetuns 4/11/59 
Eastman Kodak = .....0............ 8/16 
Equiv. for old stk. ............ 
Federated Dep't Stores ........ 7/5 
Florida Pow. & Light .......... 11/8 
Food Machinery & Chemical 12/20 
Gen. American Transport.~ .. 8/2 
Equiv. for old stk. ............ 
General Foods .................0000 7/19 
Ra ereenenren 7/19 
Georgia-Pacific Corp. ............ 10/11 
General Tire & Rubber .......... 9/13 
SIO” wcikasiiicsihissaddiediitniacmscalpdacad 8/16 
Grand Union Co. ° ............... 11/8 


Equiv. for old stk. ............ 


1__Adjusted for 3 for 1 stock spi. 
*—Adijusted for 2 for 1 stock split. 
3_Adjusted for 50% stock dividend. 








Record of Stocks Recommended By M.W.S. 
From May 1958 to May 1959 


Price Subse- Points Recent 
Recom- quent Profit Price Rating 


mended mended High 


(all fractions omitted) 


22 33 WW 28 


68 125 57 125 H 
204 375 171 375 


86 123 37 123 H 
54 16 53 H 


40 56 16 ay H 
80 112 32 98 
106 175 69 175 
37 89 52 82 H 
60 89 29 81 H 
180 267 87 243 
30 50 20 47 H 
46 68 22 68 H 
52 66 14 58 H 
24 40 14 37 H 
40 73 33 66 $s 
80 146 66 132 
58 89 31 84 H 
47 67 20 61 H 
33 99 66 91 H-S 
44 133 89 121 
56 94 38 88 H 
65 110 45 102 H 
45 68 23 63 H 
23 38 15 36 H 
117 151 34 145 H 
21 43 22 38 H 
63 129 66 117 
46 64 18 60 H 
42 59 17 59 H 
45 63 18 61 H 
13 21 8 20 H 
39 63 24 60 
64 91 27 87 H 
222 262 30 255 H 
58 91 33 82 H-S 
116 182 66 164 
39 61 22 61 H 
82 97 15 90 H 
39 ay 10 46 H 
42 67 25 59 H 
84 134 50 118 
63 97 34 96 H 
78 120 42 112 H 


aa 72 28 64 H-S 
26 83 57 68 H-S 
41 53 12 49 H 


33 56 23 50 H 
49 85 36 75 


4_Adjusted for 4 for 3 stock split. 
5Adjusted for 3 for 2 stock split. 


RATING: H-—Hold for long term investment. 
H-S—Hold (after taking part of profits.) 
S—Sell (for more speculative accounts.) 

B—Attractive for current purchase. 
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year 1958 rose to a new peak of $12.30 per | 


share (on the old stock), a gain of 49% over 
1957. For the first quarter of this year, earn- 
ings increased 62%—i.e., to $3.36 per share 
from $2.07 a year ago (based on the old 
shares). The factors behind this rapid 
growth in earning power remain substan- 
tially the same as outlined in our article of 
a year ago—namely, emphasis on high quali- 
ty and superior value of products, while in- 
troducing technical advances and improve- 
ments. The stock is currently selling at about 
31 times 1958 adjusted earnings, with a yield 
of 1.8%. For investors so inclined, we would 
suggest accepting part of their large profits, 
thus writing down the original cost. 

Since our September 13, 1958 issue, Gene- 
ral Tire & Rubber has advanced from 26 to a 
high of 83, and is now selling at 68. For the 
fiscal year ended November 30, 1958, earn- 
ings eased off to $2.06 per share, from $2.12 
for the preceding year. However, in the first 
quarter of the current fiscal year, profits 
zoomed to $1.17 per share, from 30¢ a vear 
previous. The company’s output includes tires, 
plastics, chemicals and other products. It also 
operates radio and television stations. It con- 
trols 87% of Aerojet-General, a leader in 
rockets and propellents. and this has contri- 
buted substantially to the sharp advance of 
the stock. This issue sells at a high multiple 
of earnings and yields only 1%. Those able 
to assume a reasonable degree of sneculative 
risk may retain at least part of their hold- 
ings, after taking some profits. 

When International Business Machines was 
recommended in our June 7, 1958 issue, it 
was selling at 350. Thereafter, the stock ad- 
vanced to 603. After the recent 50% stock 
dividend the new stock sold as high as 488. 
The current price is 457. We have long favor- 
ed IBM as an outstanding growth issue of 
investment quality. Over many years. earn- 
ing power has been in an almost unbroken 
upward trend. In the recession year 1958, 
profits increased to $10.40 per share, from 
$7.37 in 1957 (without adjustment for the 
stock dividend mentioned). For the first 
quarter of this year, similar earnings ad- 
vanced to $2.39 per share, from $1.98 a year 
ago. The company spends large sums on re- 
search and development of new products. 
It dominates the office equipment field and 
has an increasingly important position in 
electronic devices for military and industrial 
use. The stock is selling at the high ratio of 
66 times adjusted 1958 earnings. The yield 
on the cash dividend is less than % of 1%. 
Reference is made to our article in this issue, 
“IBM Growth Stock Extraordinary,” where 
it is pointed out that IBM merits inclusion 
in the growth portfolio, although the patient 
investor may be able to buy the stock at more 
advantageous levels. 


Elite Blue Chips 


While IBM ranks as a “blue chip” of deep 
indigo hue, we have recommended other is- 
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’ sues in this general category in the past year. 
30 per | Eastman Kodak, suggested under date of Aug- Record of Stocks Recommended By M.W.S. 
% over | ust 16, 1958, advanced from 116 to 157. Fol- From May 1958 to May 1959 (Continued) 
r,earn- | jowing the 2 for 1 split of April 14, 1959, the = : 
r share | new stock reached a high of 91 and is cur- eee, wee Se 
the old | rently 82. For 1958, earnings held steady at pace eee a 
rapid $5.14 per share compared with $5.10 in 1957 (all fractions omitted) 
no ye ' Mpa eT ee a :i—- Hooker Chemical ......:.--.:...-+- 9/13 34 45 " 44 
| quali- | jngs was resumed, in the initial 12 weeks of ee nnn — Fe 2 
lile in- this year, when $1.00 per share was report- Inland Steel E ......crssseenne 9/13 34 47 13 46 4 
prove- d (on the old stock) as against 16¢ a year oe old wn an 102 141 39 138 
, about igo. Eastman is dominant in photographic a oo * .. 6/7/38 a = ron po . 
a yield equipment, and is important in yarns, plas- _ iy — 
would ies and chemicals, as well as special mili- Johns-Manville  ...........00000000 1/3 48 59 WW 54 
rofits, ary items. Selling currently at 32 times Uly-Teolip Corp. wnvereneeneen wr &$ S&S 626 lS 
\djusted 1958 earnings and yielding only Squtv. for of8 ott. .......... ss = = 
Gene- 8%, an investor might not be inclined to Real Ca, o-aencnncvvesescoonnenees 8/16 55 69 14 69 » 
6 toa nake an initial purchase, at the current Lorillard (P.) 2 ....cc.ccesscssseeoees 7/19 33 44 W 38 H 
or the rice — although holdings acquired over the Equiv. fer old sth. ............ eo ses 2 76 
earn- ears can be retained. Marquette Cement 44 59 15 52 H 
$2.12 Minneapolis-Honeywell, another “blue chip,” I cs 35 91 56 82 ” 
las orc ee 90, Me on omg ge McDonnell Aircraft. ..........-- 8/30 33 49 s 2 H 
rofits o a high of 137. It is currently selling a es 
| year ind can be viewed as a candidate for a stock Veins... « ww = * 
tires, split. Earnings have continued to rise for Mesta Machine ............-.00+- 7/5 47 71 24 70 7 
t also nany years, with few exceptions. The up- Minneapolis-Honeywell ......... 8/2 90 137 47 128 H-S 
t con- rend was sustained in the recession year Minnesota Mining & Mfg. .. 8/16 89 ~—s«a15 62 140 H-S 
er in 1958, and the first quarter of this vear. The Montgomery Ward & Co. .... 5/24/58 35 49 14 48 8 
ontri- ‘ompany is preeminent in the field of auto- stationed Gach Qantas 8/2 os am as oe ns 
ice of matic control equipment and a prime pro- orice 
Itiple ducer of electronic devices. However, the National Gypsum ................. 8/16 we " 20 va . 
able stock is selling at 40 times last year’s earn- National Lead .... B16 PSS 
ative ings, with a yield of only 1.4% — a level not National Steel... 1/3/59 75 9 16 9 H 
hold- conducive to new commitments. Penick & Ford ....... — 35 60 25 60 ~ 
Minnesota Mining & Manufacturing, also Pommey (9.C.) oecsssscccssssenee 9/13 9 Ws 22 Ws 4H 
was ranking among the elite “blue chips,” was Pennsalt Chemicals ............... 9/13 66 93 27 90 4 
le, it selling at 89 at the time of our recommenda- ; 
c ad- tion. Subsequently, it rose to 151, and is cur- a ae aa pens Ws = ior b oo " 
stock rently 140. The issue can be considered as a et 2% eh qigemaaes . 
488. stock split candidate. MMM has a remarkable a a anand = = 7 = . 
\vor- record of growth, unbroken by the recent = j a, 
e of business recession. First quarter earnings PE SDs. om wae & © = & . 
arn- this year increased 66% over a year ago. Procter & Gamble Co. ........ 7/5 61 89 27 82 H 
oken New products have been continuously de- Raytheon Co. ......eccceceeeee B/2 32 73 41 56 s 
958, , veloped, although abrasive lines (including Sa ee ee a a 
rom Scotch tape) are basic. Again, in the case of Reynolds (RIL) 2 cece 7/19 37 s8ti2 5soOUi«d 
the this stock. the cost of demonstrated growth Equiv. for old stk. ....... 74 («16 42 100 
_ comes high — i.e., 54 times 1958 earnings Rohm & Hoes ....................9/13 399 626 227 614 H 
a mabaiaee on 2%. Sears Roebuck & Co. ... 5/24/58 28 46 18 46 H 
re- 7 e Sherwin-Williams Co. . .. 8/16 174 250 76 222 H 
icts. Quality Plus 3% Southern Pacific ....... c= 7/5 45 70 25 69 H 
and Among stocks recommended in the past Southern Railway ................. 7/5 a 6 19 56 " 
Por year, there are certain issues high in qual- TexGCO ooeeecccsoooens : 8/30 7 87 16 80 H 
rial ity with yields now around 3%. While still Union Carbide ome 4/11/59 129149 20 «+147 4 
$4 modest, such yields are measurably better U.S. Gypsum ceecccccncne O/16 0 8310's H 
= than the 1% to 2% now afforded by the - —— w/e . on os - . 
7. outstanding growth stocks. General Mills is a aeikehdn eames . 
sue, good example, yielding 2.7% on the present mma RR ccecccecsesccscceseee 8/16 21 39 18 36 H 
ere $3.00 dividend. On August 18th, stockhold- ae ag svvvvwsrseeneees 5/24/58 25 130 (105127 HS 
ion ers will vote on a 3 for 1 split and the divi- cp tennatmamaee (A A 
a dend will be increased to $1.20 annually on : re eee ed 3 foe 1 ant spit. * aioe ~ . o . we » 
the new stock. Thus, the yield will be 3.2%. : Adjeted 7 Soe? ae _" ow » oe 
The record shows relative stability of earn- RATING: H—Hold for long term investment. _ 
ings with moderate growth. General is the H-S—Hold (after taking part of profits.) 
leader in flour and important in packaged $—Sell (for more speculative accounts.) 
ep foods, with diver- (Please turn to page 416) olan Coe cuseee’, pareaee: 
is- 
399 
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Relative Strength 


Stocks groups in which above- 
average demand is indicated at 
this writing are principally alu- 
minum, auto parts, drugs, elec- 
trical equipment and home ap- 
pliances, dairy products, depart- 
ment stores, food brands, farm 
equipments, industrial machin- 
ery, and metal fabricating. 
Groups under more-than-average 
current pressure include air- 
crafts, chemicals, coal, copper, 
baking, electric utilities, food 
chains, oils and natural gas 
stocks. 


Comment 


Space precludes full discussion 
of the above cross-currents. Com- 
menting on a few of them: alu- 
minum stocks look over-priced 
on likely earnings for a rather 
long time to come, regardless of 
their good technical action 
auto parts and home appliance 
stocks will move about in line 
with most industrials over a 
more extended period of time... 
selected department store stocks, 
farm equipments, machinery and 
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ror PROFIT ann INCOME 


metal fabricating issues remain 
at fairly reasonable valuations 
of earnings either attainable this 
year or in medium-term pro- 
spect .. . stocks of the major 
aircraft companies are not likely 
to make a basic turn-around any 
time soon . .. the peak in invest- 
ment popularity of food-store 
stocks evidently has been put be- 
hind . the current correction 
in the chemical group appears to 
be solely technical. 


Income Stocks 


The markdown in electric utili- 











ties, natural gas issues and most 
industrial income stocks is in line 
with the markup in bond yields. 
Actually, few stocks are solely 
income issues with little or no 
chance for increases in dividend 
payments over an extended period 
of time. The more static the 
dividend picture, the less the 
basic investment merit of in- 
come stocks at yields below, 
around or a little above prevail- 
ing bond yields. Where fair-to- 
good longer-range dividend 
growth is indicated, income 
stocks remain desirable holdings, 
regardless of present unsettle- 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Celanese Corp. of America ..............cccccceeee 


Amerada Petroleum 


Carey (Philip) Mfg. Co. .........cccccccccccccsssseseeeeee 
Glectvic Stevege Batlery ...........0ccccesceccscccssccessee 
Evans Products ..............c.c:c000+ 

Anderson-Pritchard Oil 
Tishman Realty & Construction ...................... 
Universal-Cyclops Steed .o.............cccccccccesceeeeees 
Minnesota Mining & Mfg. ................ccccccceceseeees 


Food Mach. & Chemical .......00..0..00ccccccccccccesees 





1959 1958 

Quar. Mar. 31 $.64 $.23 
Quar. Mar. 31 1.01 .88 
Quar, Mar. 31 .62 46 
Quar. Mar. 31 65 .03 
Quar. Mar. 31 .70 53 
. Mar. 31 38 1S 

. Mar. 31 75 34 

6 mos. Mar. 31 1.42 59 
Quar. Mar. 31 1.24 .06 
Quar. Mar. 31 78 A7 





THE MAGAZINE OF WALL STREET 








ment 
tion | 
need 
certai 
time. 


Deere 


Thi 
‘or fa 
nd lz 
este] 
fared 
eant 
qual 
iscal 
arni 
cor 
gain 


\0SSi 
his | 
vest 

asis 
$2.00 
stock 
ated 
ered 
1937 
rach 
\rou 
ime: 
mate 
imit 


Mact 


M 
cour 
sell 
f € 
now 
fs 
issu 
be i 
196: 
rrov 
enol 
mar 
furt 
mac 
sone 
ear! 











ae a 


ment and regardless of fluctua- 
tion in bond yields. However, 
need for haste in new buying 
certainly is not indicated at this 
time. 


Deere 


This will be another good year 
‘or farm equipment makers. Sec- 
ind largest to International Har- 
ester in this field, Deere has 
fared well by avoiding signifi- 
eant diversification in other 
qually cyclical lines. For the 
iscal year ending October 31, 
arnings probably will reach a 
cord $7.00 or more a share, 
gainst last year’s $6.06. The 
2.00 dividend could readily go 
o $2.50, with as much as $3.00 
ossible. Harvester’s earnings 
his year will remain well under 
rest past levels. There is no 
asis for liberalization of the 
$2.00 dividend. Around 4714, this 
stock has at long last about dupli- 
ated its 1929 high. Deere bet- 


ings readily attainable within 
the next 12 months or so, are 
American Chain & Cable, Blaw- 
Knox, Chain Belt, Chicago Pneu- 
matic Tool, Combustion Engine- 
ering, and Link Belt. 


Metal Fabricating 


Despite keen competition, in- 
cluding that from imports, 1959 
earnings of leading fabricators 
of copper, brass and aluminum 
products will rebound sharply 
from last year’s low levels; and 
will in some instances get back 
close to best past levels. At only 
94 cents a share, the 1958 show- 
ing of Revere Copper & Brass 
was poorer than average be- 
cause of the heavy non-recurring 
start-up costs of the 50%-owned 
Ormet affiliate, a producer of 
primary aluminum. Results this 
vear will be among the best. 
Profit could approach $4.00 a 
share. At $1.00 now, the dividend 
potential is $1.50 before the year 


that gasoline price problems are 
nothing new and have always 
proved self-corrective sooner or 
later via unavoidable cuts in out- 
put. Full-year profits may still 
score moderate gains. At the mo- 
ment, no case can be made for 
buying oils. But we would rather 
hold good domestic oils priced 
perhaps around 12 or less times 
1959 earnings, than recently pop- 
ular “space-age” stocks selling at 
30 to 50 or more times 1959 earn- 
ings and at a multiple of 1965 
or 1970 earnings which is any- 
body’s guess. 


Strong 
In a market definitely weak as 


this is written, some stocks re- 
flecting relatively good demand 


are: American Steel Foundries, 
C. I. T. Financial, Corn Prod- 
ucts, Federated Department 


Stores, Kimberly-Clark, Mercan- 
tile Stores, Link Belt, LOF Glass, 
National Dairy Products, Penick 
& Ford, Pacific Mills, Sears Roe- 





ered its 1929 top as early as end $2.00 next year, in line with 
1937, and has risen further in payments in some earlier years. buck, Warner Pictures. Lowen- 
‘ach subsequent bull market. At 50, although moderately above stein, Allied Stores, Beatrice 
\round 61 now, or less than ten past highs, the stock does not yet Foods, Celanese. Brown Shoe, 
times earning power, it could rise appear overvalued. Oliver Corp., and Textron. 
materially further within the 
= imits of reasonable valuation. Oils Weak 
Machinery Due basically to world over- Industrial stocks with techni- 
nost supply of petroleum, foreign cally-indicated downward trends 
line Machinery stocks are, of profit uncertainties and some in apparent effect up to this 
Ids. course, cyclical and generally possibility that the depletion al- writing include: Amerada Pe- 
lely sell at below-average multiples lowance for tax purposes may be troleum, ACF-Wrigley Stores, 
no of earnings. However, they are eventually cut, neither interna- American Potash, Boeing, Bur- 
end now clearly in an upward cycle tional nor domestic oil stocks can roughs Corp., Carrier Corp., 
‘lod of sales and profits. It is more be expected to regain their earlier Consolidation Coal, Anaconda, 
the assured that 1960 earnings will investment esteem within the Food Fair Stores, General Dy- 
the be importantly higher than that presently foreseeable future. The namics, Jewel Tea, Douglas Air- 
in- 1965 earnings of various popular threat of excess in domestic gas-  ¢raft, American Metal Climax, 
yw, growth stocks will have risen  oline supply, with further price Foote Mineral, Filtrol, Cheme- 
ail- enough to validate even present easing, is mounting now and re- tron, Fenestra, Royal-McBee, 
to- market prices, much less a big quires corrective action to cut Magma Copper, Richfield Oil, 
nd further rise. Some of the better back refinery runs. Whether the Sharon Steel and United Fruit. 
me machinery stocks, all either rea- latter will come soon enough in 
gs, sonably priced on likely 1959 adequate degree remains to be Retail Stocks 
le- earnings or an annual-rate earn- seen. However, it can be said 
Good earnings are indicated at 
= —_—<—_=<=_==acaqKC—=E{@q{q&{ EIeIqaqqaiIaeqQ=i"{")___ | ~sileast well into 1960 for most com- 
| DECREASES SHOWN IN RECENT EARNINGS REPORTS panies in the department store 
1959 1958 field. The primary factors are the 
Federal Pacific Electric. .........c.ccccssssessssesssseessues Quer. Mar. 31 $.15 $.56 expansion of branch stores in 
Lovisiana Land & Exploration .............c.0 Quar. Mar. 31 48 53 suburban shopping centers in 
| United Aircraft Corp. oo... . Mar. 31 1.20 1.75 recent years, and, of course, the 
I . Mar. 31 60 1.01 record and rising level of con- 
| South Carolina Elec. & Gas .........c.ccccessseesseeens Quer. Mar. 31 A7 53 sumer income and spending. Re- 
Be IED sieincbihestiorisrieientintaadaiatannnninti Quart Mar. 31 56 78 commended here earlier at a low- 
oe Quer. Mar. 31 21 1.29 er level, Gimbel Bros, is currently 
eS Eon tnree ee mre eer Quer. Mar. 31 18 54 around 44%, off from _ recent 
III ciiccsiushsssiccigiaitaisinstgeleshisnaiciieusimasiiniaaiin Quar. Mar. 31 65 86 high of 471%. Net for the year 
Ne I Na csc sicecsnsscsasshesnsnsntenobnonsonscn Quar. Mar. 31 48 65 to next January 31 could reach 
: ss EEE (Please turn to page 421) 
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Trend 
Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 
mic decline in that 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 


cave aruer 


WwW ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
he dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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. Average Hours Worked 
o % ¢ a # (Hours per week) 
523% v |% 
t * 7s, 
~ 
¢ ye Sota 7 88705 
Business Failures’ 4 a 1.39 
— Liabilities (b) (Millions of Dollars) - 
— Housing Starts | | 
- | 
1.00 of 4 Number. Millions) | 
1.83 Nonresidential Construction Contracts (a) | 
BILLIONS OF DOLLARS a | 1.60 
Bear resr eae eT ic 
+23 8 4s os; FMAM i ds AS ON DE &F MAM 
1957 1958 1959 
(+)—-Seasonally adjusted except stock and commodity prices. 
(a)—-Computed from F. W. Dodge data. 
(b)—-Computed from Dun & Bradstreet data. 
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FORECASTER OF PRODUCTIVE ACTIVITY, 





Industrial Production 
(FRB INDEX 1947-1949-100) 


Aut aT BIGHT 


THE TREND FORECASTER 


RELATIVE STRENGTH MEASUREMENT 


-_-—+ 


, -—_—.s om 2 1958 2 1959 4 


This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—tkhe right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


On the basis of the latest available figures, a clear 
majority of the component series entering into the Trend 
Forecaster have remained in a rising phase in the 
second quarter. 

Continuing in an uptrend have been stock and com- 
modity prices, durable goods orders, average hours 
worked and nonresidential construction contracts. The 
remaining series — new incorporations, business failures 
and housing starts — have been behaving more or less 
without a trend in the early part of the second quarter. 

The Relative Strength Measurement entered the sec- 
ond quarter at a level moderately higher than the +3 
figure indicative of further expansion in general business 
conditions, but somewhat below the peak levels set in 
late 1958. In this respect, its present behavior resembles 
its behavior in the middle of 1950, and also the middle 
of 1955. In both of these earlier periods, the Relative 
Strength Measure was stable at about +3, after having 
exceeded this level in earlier months. Both periods were 
followed by several consecutive quarters of expansion 
in industrial production. 
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M.W.S Index (1935-1939-100) 
—i60 330 | T . cr fF ET 
i CONCLUSIONS IN BRIEF | | | 
fag —T 
r PRODUCTION — stili rising about 1% per month, | 
120 thanks mainly to increases in machinery, appliances, t+ + 4 
116 textiles, some raw materials. Outlook: further slow 
tig gains into the fall. 
TRADE — volume continues strong, but no longer in 7 

















a sharp rise, as it was in the first quarter. Outlook 
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is for stability in most lines, slight rises in soft goods eT’ 
and perhaps food (the latter increases reflecting | wens, 
firming prices). 2 on i on 
' 
MONEY & CREDIT — still growing tighter, and rates rae 
still in a rising trend. Inventory borrowing, plus high TTT 
debt formation in residential building and instalment | 
—— credit, putting pressure on supply of funds. Outlook: | | 
still higher rates in next six months. 
loped 
cators . . . | 4 4 7 
all On COMMODITIES — slow strengthening continues, still T 1 
mainly at raw materials level (hides, lumber) but 
itself beginning to appear in many finished goods. Moderate gaeeap 
nswer general uptrend in prices probable throughout re- JAN. FEB. MAR. APR. MAY JUNE JULY AUG SEPT. OCT. NOV. DEC 
| mainder of 1959. : 
len it 
n our 
pre- = 
> 7 T one end of the spectrum of economic opinion 
om a view has recently been developing that business 
eee MONEY AND BANK CREDIT conditions are now approaching a speculative ‘‘blow- 
= ef (WEEKLY REPORTING MEMBER BANKS) of’’ — to be characterized by a further sharp advance 
con- in securities prices followed by a crisis similar in some 
a respects to the 1929 holocaust. Much of the evidence 
ome 3 ERAS | | ra for this view is taken from the stock market itself, 
KALLA YN? which unquestionably has had a dramatic advence. 
a 2h . em 2h cee Sees eee And the market’s advance has doubtless induced the 
’ | TOTAL LOANS & . : 
INVESTMENTS usual speculative interest on the part of holders of 
vs | liquid assets anxious for large-scale capital gains. 
lear — i ane ee ee The substantial amount of talk about the dangers cof 
end | | inflation has also tended to develop a trend toward 
the on hedge-buying of equities (and perhaps of real estate 
| ' rTyittiti i and personal property as well). 
»m- But is there any very compelling evidence that a 
urs “blowoff” is approaching? The demand for funds 
The has certainly risen rapidly in recent months, but it is 
res ‘i a striking fact of mid-1959 that American productive 
ess ne rr ee 2 ee capacity has been ample to meet the physical require- 
er ments involved. In fact, if the proposition of a 
ec- ss | | susiness| | | eee LT | speculative excess, leading to a bust, can be dis- 
r3 jal dedesomebecleign, proved with a single figure, it is the altogether sub- 
2S - stantial rate at which inventories accumulated in the 
in 2s —— | business system in April (the latest month for which 
les | iNvestMeNTs i | | | | figures are now available). According to estimates 
U.S. GOVERNMENTS i 
jle dtr | by the Department of Commerce, inventories were 
ve ee rising at close to a $10-billion annual rate. This 
ng suggests, of course, a speculative interest in inventory 
re on the part of business; it also suggests that the 
on 1957 speculative interest will not last as long as supply is 
adequate to permit inventories to grow at so sensa- 
“ (Please turn to the following page) 
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Essential Statistics 











































































































ii ir 
! THE MONTHLY TREND | ya, noun Satna, "usin Moe 
INDUSTRIAL PRODUCTION* (FRB)...... 1947-9-100 | Apr. 149 147 126 
Durable Goods Mfr..........c.csssesseee cesses 1947-'9-100 | Apr. 164 160 131 
Nondurable Goods Mfr.............00000 1947-'9-100 Apr. 140 139 125 
Mining : 1947-9-100 | Apr. 123 122 109 
CT AT, GRIP nnn. nnce, ccccccesc0e coce cvcceeesses | $ Billions Apr. 18.0 17.9 16.5 
Durable Goods... .........c00 . cesses | $ Billions | Apr. 6.2 6.1 5.2 
Nondurable Good.................:ccsessess0es $ Billions Apr. 11.8 11.8 11.3 
Dep't Store Scales.......ccx:sscesssseesseessnees | 1947-’9-100 | Apr. 139 139 130 
if j 
MANUFACTURERS’ | 
New Orders—Total®.............cccccsseee $ Billions | Apr. 31.0 30.2 24.5 
Durable Goods............. $ Billions | Apr. 15.6 15.3 10.8 
Nondurable Goods | $ Billions Apr. 15.4 14.9 13.7 
Shipments* - | $ Billions =| Apr. 30.2 29.1 24.9 
 iciceeccseneercersmninie $ Billions | Apr. 15.1 14.4 11.5 
Nondurable Goods | $ Billions Apr. 15.1 14.7 13.4 
BUSINESS INVENTORIES, END MO.*| $ Billions | Apr. 87.3 86.4 87.6 
IE sc cisictsninnicineamnennnniel $ Billions Apr. 50.8 50.3 51.5 
WARIRREIIS cccccccceescesscccrssevcccsenesnssees | $ Billions | Apr. 12.1 12.0 12.2 
Retailers’ .......... - $ Billi Apr. 24.4 24.2 23.9 
Dept. Store Stocks ....ccccs--ssssesseessneens 1947-'9-100 | Apr. 151 148 143 
i CONSTRUCTION TOTAL..............ccccceseeee $ Billions May 4.6 4.2 4.0 
SED cricssidciiteniennienineniscidsncsinnpieaainas $ Billions May 3.2 2.9 2.8 
0 eee $ Billions | May 19 17 1.4 
All Other | $ Billi | May 1.3 1.2 1.4 
Housing Starts*—a Th rds | Apr. 1390 1390 983 
Contract Awards, Residential—b...... $ Millions | Apr. 1831 1541 1240 
BE a ieitsicninintetinsarsiinnes | $ Millions | Apr. 1948 1799 1641 
EMPLOYMENT 
BE IID. siscndaissntaeennnisiatnanianesinelinl Millions Apr. 65.0 63.8 62.9 
PIN ccctisnssnsenssncintinnsisniicniessnenncin Millions | Apr S13 50.9 49.7 
III ssiiniscitnicinitiatinssininitansaeianiaaal | Millions Apr. 8.1 8.1 7.9 
IED» <dcshusictennintsacntnnisiincannlenicnciqaniiiien Millions Apr. 1.1 1 10.9 
eT | Millions | Apr. 12.1 12.1 11.3 
PN I aicnisednaiiindiceiicnicinion Hours Apr. 40.3 40.2 38.6 
Hourly Earnings...........scseees Doliers Apr. 2.23 2.22 2.11 
Weekly Earnings .............000 | Dollars Apr. 89.87 89.24 81.45 
NE CI csitnctcsnterisscinensossnasons $ Billions Apr. 373 370 350 
Wages & Salaries $ Billions =| Apr. 253 250 232 
Proprietors’ | $ Billions | Apr. 59 59 58 
Interest & Dividends | $ Billions | Apr. 33 33 32 
I III, cotcnnescconsnesiesnciinieneii $ Billions =| Apr. 26 26 26 
I i aseisisincicinleaniatonl | $ Billions Apr. 18 17 19 
EE HOR inescssennsenrneniseineninnns 1947-'9-100 Apr. 123.9 123.7 123.5 
NINE -<nisiteiisvuntestaninbnbiiiaioadeieubiipieibiinaaaiais | 1947-’9-100 | Apr. 117.6 117.7 121.6 
I i head latest | 1947-’9-100 | Apr. 107.0 107.0 106.7 
ORICA cccccccecccccecocvsesensenensvonssescssccoeees 1947-9-100 | Apr. 128.7 128.7 127.7 
MONEY & CREDIT 
All Demand Deposits®..................... $ Billions | Apr. 112.8 112.2 107.2 
Bank Debits*—g | $ Billions Apr. 93.7 89.4 81.3 
Business Loans Outstanding—.......... | $ Billions | Apr. 31.2 31.2 30.1 
instalment Credit Extended”............ | $ Billions | Apr. 3.9 3.7 3.3 
instalment Credit Repaid’................ | $ Billions Apr. 3.5 3.4 3.4 
FEDERAL GOVERNMENT 
Budget Receipt $ Billions | Apr. 4.3 8.4 35 
Budget Expenditures.............0+..c-ss0 $ Billions | Apr. 6.4 6.5 6.1 
Defense Expenditures..............00000 $ Billions | Apr. 3.9 3.9 3.6 
Surplus (Def) cum from 7/1.......... es $ Billions Apr. (13.2) (11.0) (6.1) 


PRESENT POSITION AND OUTLOOK 


tional a rate, with still existing excess 
capacity of industry discouraging 
development of runaway speculation. 

Indeed, one could make the case 
for quite the reverse of a speculative 
blowoff. Present indications seem to 
be that the limits of the money supply 
will be reached well short of the 
limits of the supply of real goods 
and services, and that rising interest 
rates, occurring at a time of generally 
adequate supply, will precipitate a 
healthy adjustment in the prices of 
equity securities, rather than further 
speculative excesses. 





* 7. * 


PRICE BEHAVIOR — if you are look- 
ing for signs of runaway inflation, 
you can hardly find it in the price 
level itself. True, the general whole- 
sale price index early in the second 
quarter was running ata record level, 
20% above its level in the early 
postwar years; and nonfarm, non- 
food commodities were fully 28°, 
above their early postwar level, But 
the rate of climb in prices has been 
moderate indeed, in view of the very 
rapid rise in business conditicns as 
a whole over the past six months. 
It may be noteworthy too, that prices 
in the important “machinery and 
motive products” group, which _in- 
cludes a large part of capital equip- 
ment, has yet to show any clear up- 
ward response to the rising volume 
of machinery orders; competition 
seems to be doing its job very ef- 
ficiently indeed, in this industry. And 
even raw commodities, while they 
have been rising, do not give evid- 
ence of intense speculative expecta- 
tions. 


* * * 


BUSINESS INVENTORIES — after ris- 
ing at about a $6 billion annual rate 
in the first quarter of the year, they 
are presently rising at almost $10 bil- 
lion a year. A considerable portion of 
the increase is in steel, where it re- 
flects hedge buying against a poten- 
tial steel strike. Another considerable 
portion is evidently in petroleum pro- 
duct, where it reflects a chronic over- 
supply condition. And another portion 
is in automobiles, where retail stocks 
have climbed above a million units. 
But even cfter subtracting these areas 
of known accumulation, there is a 
good deal left as general inventory 
growth, spread throughout the busi- 
ness system. 

Inventory sales ratios in most lines 
are nevertheless still rather low, and 
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OOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
xcess In Billions of Dollars—Seasonally Adjusted, ot Annual Rates one should expect inventory accumu- 
P y 
iging | - ——_____—_____—_— lation to continue for several quarters, 
ition. —— 1959 —- — 1958—— but at a lower rate than the current 
case SERIES “— —~ — aaa advanced level. What is noteworthy 
ative ne, ae... eee here, however, is the capacity of the 
m to GROSS NATIONAL PRODUCT ................ | 467.0 453.0 439.8 427.1 business system to outproduce the 
pply Personal Consumption 300.5 295.9 2915 286.2 level of real demand, even under 
th Private Domestic Invest. ................... 70.2 61.6 54.5 50.9 ' aditien £ full-blast tee 
e | Net Foreign Investment ...................... 0.3 0.4 17 17 presen conaitions of Tu pros 
oods | Government Purchases 96.6 95.2 92.0 88.3 perity. 
2rest _ eee 54,3 54.2 52.2 49.7 . * 8 
rally State & Local 42.3 41.0 39.9 38.6 THE FEDERAL BUDGET — it could very 
le a | PERSONAL INCOME .0.........cccccsccccseeesceons 365.7 359.5 358.6 348.3 well be balanced in fiscal 1960; in 
s of Tax & Nontax Payments 44.8 43.7 43.5 42.3 fact, it could very well show a sig- 
ther om bl a oe aed ap ang 7 nificant surplus if — and the “if” is 
onsumption Expenditures ¢ : * . : : 
a (“pee 20.4 19.9 23.6 19.9 important — Congress does not jack 
| spending programs up still further. 
\ | CORPORATE PRE-TAX PROFITS ............ | _ 45.2 37.9 31.7 On a seasonally adjusted, current 
1OK- COTIRTEID TORRET cncecccecsccscccescccscersseseneee _ 23.0 19.3 16.1 8 
ioe | Corporate Net Profit | fx 222 18.6 155 accrual basis, it already appears that 
i | Dividend Payments | 12.5 118 12.5 125 the federal government is rapidly 
‘fi | Retained Earnings ..... «...ccccrcosessecees | on 10.4 6.1 3.0 emerging from the red ink column, 
eal PLANT & EQUIPMENT OuTIAYS ....| 31.2 30.0 29.6 32.4 even though the deficit for the fiscal 
a year enciing this June 30 will be in 
why THE WEEKLY TREND the neighborhood of $12 billion. The 
. ——s accrual rate of corporate taxes is now 
3°), Neck serves? «0s Previews «0s: Year about 60°, above the accrual rate 
3 Unit Ending Week Week Ago of early 1958, and actual payments 
u aleihaiaaieaince< sii 1 Saget - . . 
Yen MWS Business Activity Index*..| 1935-’9-100 May 30 3146 3112 2666 | Of personal income taxes are already 
ont MWS Index—per capita® ..... | 1935-’9-100 May 30 | 231.5 229.1 1996 | running about 15°%/, higher than in 
wf Steel Production ............-.csssese+ % of Capacity June 6 | 94.4 93.6 62.4 the same months of 1958. The ex- 
— Auto and Truck Production....| Thousands June 6 164 154 98 penditure rate has also risen, of 
Ss. Paperboard Production Thousand Tons May 30 326 318 247 F 
"es Paperboard New Orders............| Thousand Tons May 30 351 298 265 course, but only moderately. Given 
‘ail Electric Power Output* 1947-'49-100 May 30 | 260.2 255.0 2277 half a chance, the sharp rise in United 
Freight Carloading Th d Cors May 30 | 688 686 530 States incomes should elevate the 
_ Engineering Constr. Awards....| $ Millions June 1 316 680 481 tax take enough to close the remain- 
ip- Department Store ee tiestans cee 1947-'9-100 | May 30 | 122 140 116 . : 
p- Demand D Reiisiess ..| $ Billions | may 27 | 567 562 $54 | ing.gap,and “_— 1 the “a bolanced 
ne Business Failures  suaned oneuiaien Number | May 28 | 264 259 278 =| budgei since fiscal 1957. 
on og lly adjusted. (a)—Private starts, at annual rates. (b)—F. W Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
fF. dapecatie | income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-firancia' 
id centers, (na)—-Not available. (r)-—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
; Exch. Comm., Budget Bureau. 
d- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
J- 
No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—10)) High low May 29 June 5 
issues (1925 Cl.—100) High low May 22. May 29 100 High Priced Stocks ..... 297.9 268.4 297.9 292.6 
300 Combined Average ... 478.7 436.9 477.4 469.4 100 Low Priced Stocks 655.3 585.4 647.6 638.6 
» 4 Agricultural Implements ..... 449.0 356.2 440.0 440.0 S Gold PAIN cocccecccsncssnnne 996.6 853.0 9713 9628 
e 3 Air Cond. (‘53 Cl.—100) ... 137.2 125.0 128.7 128.7 4 Investment Trusts - 190.6 177.9 179.7 177.91 
y 10 Aircraft (‘27 Ci.—100) ........ 1375.1 1191.0 1338.5 1275.9 3 Liquor (‘27 Cl.—100) ......... 1564.6 1444.2 1459.3 1444.21 
a 7 Airlines (‘27 Ci.—100) ....... 1429.4 1079.6 1229.5 1279.5 8 Mochirery . ‘ 545.5 452.4 545.5 536.6 
f 4 Aluminum (‘53 Cl.—100) ... 486.8 392.0 461.0 484 8H BR xen 355.5 253.1 355.5 348.2 
; SA _ - 239.1 200.5 231.4 235.2 4 Meat Pocking  .............c00+ 249.6 204.4 227.9 224.0 
= 6 Automobile Accessories ..... 489.7 4134 485.7 465.6 5 Metal Fobr. (‘53 cl —100) 207.7 181.3 202.4 200.6 
= 6 Automobiles ......................- 116.6 93.7 116.6 113.8 9 Metals, Miscellaneous 409.6 369.4 376.7 380 3 
E 4 Baking (‘26 Cl.—100) .. 41.3 38.7 39.0 39.4 | 4 Paper . 1275.4 1170.1 1228.6 1205.2 
4 Business Machines ........... 1395.5 1225.9 1395.5 1317.2 22 Petroleum 885.5 802.0 818.7 802.0 
" IID -cpiciscaneintnssasncsimansrs 808.4 6929 808.4 794.8 21 Public Utilities ............. : 365.4 341.7 351.8 341 7L 
4 Coal Mining ............... _— 34.5 28.1 31.1 32.8 6 Railroad Equipment .... 99.8 86.9 98.0 98.0 
) 4 Communications ................. 203.8 164.6 197.2 189.1 | 20 Railroads ......... sae 76.7 717 74.6 73.1 
; 9 Construction ................ 178.9 158.7 178.9 174.3 3 Soft Drinks .... elainanieiis 651.7 599.8 651.7 645.9 
FT GRIBID cccccscesese.-2-0-s- 1142.6 999.8 1021.8 999.8L 12 Steel & Iron ... 430.6 392.5 430.6 419.2 
’ 6 Copper Mining .................- 344.6 280.7 325.1 319.6 OE  cccicenitticcnicceninninin 144.7 108.2 109.5 108.21 
5 2 Dairy Products .................. 156.0 138.8 151.7 156.0 fen 863.3 710.5 725.8 710.5L 
6 Department Stores ..... 132.0 119.1 129.7 130.9 11 TV & Electron. (‘27 Ci.—100) 107.1 65.6 100.2 97.4 
: 5 Drugs-Eth. (‘53 Cl.—100) ... 467.1 379.5 435.5 443.4 5 Textiles ....... evenenet ; 224.3 176.6 224.3 222.5 
6 Elec. 7. (‘53 cl —100) ... 319.3 268.8 319.3 308.7 3 Tires & Rubber | iaidesetasbaiaait 271.2 216.1 271.2 262.8 
3 Finance Companies ........... 726.5 661.8 719.3 719.3 DTD: ccenntcteninerisnnns 191.5 172.9 179.7 178.0 
5 Food Ae oy salineilniinaitesaebin 446.1 406.3 446.1 438.1 3 Variety Stores .............c0000 350.9 331.4 337.9 2411 
: i 279.6 252.5 255.2 252.5L 20 Unclassif’d (‘49 Cl.—100) 277.8 239.8 277.8 270.6 
H—New High for 1959. L—New Low for 1959. 
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Trend of Commodities 





of these commodities rose 0.4% 


Copper scrap, rubber and 


daily index of 22 sensitive commodities. 


far belying fears of burgeoning inflation. 
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SPOT MARKETS—Raw industrial material prices improved mo- 
} derately in the two weeks ending June 5 and the BLS index 
during the period. Higher 
spot prices for hides, print cloth, steel scrap and wool tops 
accounted for the strength in the index of these materials. 
tin declined. Meanwhile, 
Bureau's index of raw foodstuffs lost ground in reflection of 
seasonal influences, counterbalancing the rise in industrial 
. materials and resulting in a drop of 0.3°¢ for the over-all 


The rank and file of commodities have been doing little 
in recent weeks and the BLS comprehensive weekly price 
index has declined slightly in the two weeks ending June 2. 
Farm prices have risen fractionally during the period, but 
the index of all other commodities has been backward, thus 


J 


1959 


the 


FUTURES MARKETS—Commodity futures were mostly lower in 
the two weeks ending June 5, with pressure being felt by 
most commodities. Corn, soybeans, lard, cotton, sugar, coffee, 
cocoa, rubber, cotton and zinc, all declined. About the only 
strong spot was wool tops, while mixed trends prevailed for 
wheat, oats and hides. 

Wheat futures were mixed, the nearby July option declin- 
ing, while more distant months were slightly higher. Farm- 
ers are to vote next month on whether to accept recently 
announced marketing quotas, acreage allotments and a sup- 
port level of 75°: of parity, or junk controls and receive a 
much lower support base, At the same time Congress is 
working on a new bill, which, if passed, would supersede 
the present program. Despite political manouevering, wheat 
remains depressed by the rapid increase in harvesting, but 
could rebound once this pressure is removed. 
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BLS PRICE INDEXES Latest 2Weeks 1 Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 
All Commodities June 2 119.5 119.6 119.2 60.2 
Farm Products June 2 91.1 90.6 95.6 51.0 
Non-Farm Products June 2 127.8 128.0 125.3 67.0 
22 Sensitive Commodities June 5 87.9 88.2 85.8 53.0 
9 Foods June 5 81.6 82.7 91.8 46.5 
] 13 Raw Ind’l. Materials June 5 92.4 92.0 81.7 58.3 
5 Metals June 5 95.5 94.5 83.7 54.6 
4 Textiles June 5 79.4 787 763 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1959 1958 1953 1951 1941 
High of Year 160.5 154.1 162.2 215.4 85.7 
Low of Year 152.1 146.5 147.9 176.4 74.3 
Close ef Year 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
| 1959 1958 1953 1951 1941 
High of Year 152.7 159.0 166.8 215.4 84.6 
Low of Year 144.2 147.2 153.8 174.8 55.5 
Close of Year 147.6 166.5 189.4 84.1 
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» ELECTRONIC BRAIN SOLVES CARLOADS OF DAILY PROBLEMS 
rrTy Unbelievably fast and accurate, new mechanized systems for accounting 
Hiv are housed in these five floors of the new wing at Union Pacific headquar- 
; ters. Complex day-to-day data is fed from recording machines, through the 
electronic brain, computed and printed on an array of necessary forms. 





x > NEW SPACE AT HEADQUARTERS FOR EXPANDED SERVICES 
TT Improved services and facilities at headquarters offices of Union Pacific 
f / if \) Railroad have utilized the space opened up by the automated accounting, 
to improve the effectiveness of today’s U.P. railroading. 
, MOVING AHEAD WITH CENTRALIZED TRAFFIC CONTROL 
rit} Coupled with headquarters automation, CTC installations are being 
Hp completed along the Union Pacific mainline in Idaho and Oregon. CTC 
automation practically doubles capacity of tracks, to move trains. With 
completion of this segment, U.P. will be a leader in CTC operation. 
4 » LONG DISTANCE DIRECT-DIALING 
peree The entire network of Union Pacific mainline offices are nearly all dial 
Hip connected now, over the railroad’s own telephone system. Any business 
F office can dial practically any other, as easily as telephoning the neighbor- 
hood drug store. This inter-connected system increases even more the 
| efficiency of Union Pacific service. 





CONTINUOUS IMPROVEMENTS ALL ALONG UNION PACIFIC 
Projects are under construction and on the drawing board for even greater 
improvements all along the U.P. lines. This is in keeping with the railroad’s 
policy to constantly plan for the future—acquired in the days it pioneered 
western transportation. 


UNION PACIFIC 22402cH 


OMAHA 2, NEBRASKA 


























The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 


intervals. 
addressed envelope. 


envelope, 


" > 


Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





May Department Stores 


“Please show comparative sales and 
earnings of May Dept. Stores for the 
past two fiscal years and indicate the 
outlook for the company for the current 


year.” F. C., St. Joseph, Missouri 


May Department Stores, one of 
the largest department store 
chains has achieved a good re- 
cord in its industry. Recent ac- 
quisitions will increase sales and 
add geographical diversification. 

Sales of the May Dept. Stores 
for the fiscal year ended January 
31, 1959, were $540,982,000, com- 
pared with $533,657,000 during 
the previous year. 

Net earnings were $18,573,000, 
or $2.90 per share of common 
stock for the year, as compared 
with $20,222,000, or $3.19 per 
share, for the previous year. May 
also reported the financial results 
of the Hecht Co. of Washington 
and Baltimore and pro forma, or 
combined, results of the two com- 
panies for the fiscal year ended 
January 31, 1959. The merger of 
the two companies became effec- 
tive February 2, 1959. 

Hecht sales were $104,156,000, 
compared with $104,701,000 dur- 
ing the previous fiscal year. Its 
net earnings were $2,889,000, for 
the year ended January 31, 1959, 
compared with $3,386,000 for the 
previous year. If the two com- 
panies had been combined for the 
full fiscal year, total sales would 
have been $645,138,000, and the 
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net earnings on a pro forma or 
combined basis would have been 
$21,462,000, or $2.95 per share 
of the common stock of the May 
Dept. Stores outstanding after 
the merger. 

The company stated that the 
increase in total sales was due to 
the contribution to sales made by 
company’s new stores but some 
of the May stores did less busi- 
ness than the year before, and 
this sales decline resulted in re- 
duced earnings and the decline 
was due to the general business 
recession of last year. Major 
costs of opening the new stores 
are now in the past. The new 
stores are located in areas of 
great population growth, and 
their sales volumes are expected 
to increase. 

Earnings for the first fiscal 
quarter ended April 30, 1959 
were up 35% to 40% and sales 
rose 7°% from the year earlier 
period, according to the Chair- 
man of the company. 

With more favorable business 
conditions, improved sales and 
earnings are anticipated for the 
current year. 

The merger with the Hecht Co. 
brought 10 strong downtown and 
suburban stores in the Baltimore 
and Washington communities in- 
to the May Dept. Stores Co. 
These stores, which have excel- 
lent earning records, are in a 
rapidly growing area with a his- 


tory of strong economic stability. 

Another acquisition, effective 
February 2, 1959, was the Cohen 
Brothers, leading department 
store of Jacksonville and north- 
ern Florida. This purchase gives 
the May Co. an entrance into the 
southeast corner of the country, 
which is expanding industrially, 
commercially and as a vacation 
area. 

May Dept. Stores also opened 
three new stores during the year 
in downtown Denver, Southgate 
Shopping Center of suburban 
Cleveland and a new store in 
suburban Los Angeles. The com- 
pany now operates 46 stores. 

The company is also construct- 
ing new stores in areas with good 
growth trends. 

Current quarterly dividend is 
55 cents per share and the indi- 
cated yield is approximately 4.6 
per cent. 


Corn Products Co. 
“As a long time subscriber to your ma 
gazine I would appreciate advice on the 
near and long term prospects for Cor 
Products Co.” 

B. L., Burlington, Vermon 


Corn Products Co. is the 
world’s foremost producer of 
corn-derived products and a lead- 
ing manufacturer of grocery 
packaged products. In addition to 
its domestic and Canadian sub- 
sidiaries, the company maintains 
processing plants, sales and dis- 
tribution facilities throughout 20 
countries in western Europe and 
Latin America. The merger in 
1958 of Corn Products Refining 
and Best Foods into Corn Prod- 
ucts Co. added diversification and 
increased sales growth prospects. 

Earnings of Corn Products for 
the first quarter of 1959 were 59 
cents per common share based on 
10,863,371 common shares out- 
standing, as compared with 58 
cents for the first quarter last 
year on 10,762,313 shares out- 
standing. Total estimated world- 
wide earnings per common share 

(Please turn to page 422) 
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THE BLOSsSomING ST. LOUIS AREA 


served by Laclede Gas Company is spreading out in all 
directions these days. New urban expressways, vast 
metropolitan developments and suburban subdivisions 
reflect a healthy population increase—20 per cent since 
1950—and industrial expansion. 


Laclede Gas Company is blossoming, too—working to 
match the community’s growth with resourceful plan- 


ning to increase the supply and availability of gas to all 
of its customers. Through the successful development 
of underground storage, the steady expansion and 
reinforcement of its system and the streamlining of all 
phases of its operation, Laclede is overlooking no avenue 
of action in its efforts to meet the requirements of 
growing St. Louis. 


THE LACLEDE GAS COMPANY 


SAINT LOUIS, MISSOURI 





> Service to industry in a Strong St. Louis 

















Why Foreign Aid Is A 
Luxury We Can No Longer 
Afford 





(Continued from page 381) 


and conditions. This, frankly, is 
copied from the Russian economic 
offensive. Running through vir- 
tually all of the new plans is de- 
emphasis of the direct aid notion 
and substituting loans, except In 
the very early stages of develop- 
ment in the more backward coun- 
tries where the loan approach 
would be unrealistic. 


Methods of Approach Suggested 


In a speech before the U. N. 
General Assembly last Septem- 
ber, John Foster Dulles urged the 
United Nations to dedicate the 
year 1959 to the chartering of “a 
new long-term course of coopera- 
tive action” for economic growth. 
First on his set of proposals was: 
Undertake increased efforts to 
emphasize the constructive role 
that private initiative can play in 
economic development. 

That tenet ran through the re- 
port prepared by Ralph I. Straus, 
special consultant to the State 
Department on Economic Affairs, 
submitted in time for examina- 
tion in connection with the 
pending aid bill. Straus and his 
associates called for intensified 
Government efforts to stimulate 
the flow of private United States 
investment, cooperating with lo- 
cal capital. The report urges “a 
serious effort by both government 
and business to use the technics 
presently available in imagina- 
tive ways to bring to bear on 
development problems private re- 
sources of capital, skills, energy, 
and initiative.” It was empha- 
sized that capital, know-how, and 
resourcefulness are in private 
hands. 

Straus took the commonsense 
attitude that American business 
and investors should not be ex- 
pected to take risks in promotion 
of national policy without assur- 
ances from their government. He 
proposed that tax incentives be 
chosen which do not threaten to 
create windfalls, special privi- 
leges, or revenue losses without 
corresponding advantages that 
further the foreign policy objec- 
tives of the United States. 

As a model, Straus proposed 
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with State Department indorse- 
ment, declaration by Congress... 

“That the Internal Revenue 
Code be amended to give special 
tax treatment to domestic corpo- 
rations known as a Foreign Busi- 
ness Corporation, such special 
treatment to have the effect of 
deferring payment of United 
States income on the profits aris- 
ing from foreign investments and 
operations until those profits are 
actually distributed to United 
States stockholders or otherwise 
diverted from foreign use.” 

Another proposal would be ap- 
plicable only to investment in less 
developed nations, including a 
recommendation that “a deduc- 
tion against ordinary income be 
allowed for capital losses sustain- 
ed by individual investors and 
corporations on their new invest- 
ment in the less developed areas.” 

Throughout, the Straus Report 
stresses government  participa- 
tion with private investors and 
government guaranties as a 
means of adding the judgment, as 
well as the resources, of private 
financial institutions to those of 
government in foreign develop- 
ment programs. This would in- 
clude more use of developmental 
funds as guaranties rather than 
as direct loans — guaranties of 
private loans. To enlarge the use- 
fulness of such a program it was 
suggested that the reserve held 
by the government be sufficient 
only to cover the probable losses, 
rather than 100 per cent of the 
loans. 

The extremely limited and 
poorly financed investment gua- 
ranty provisions of the Mutual 
Security Act would be given new 
vitality and force by a Straus 
proposal reciting . . . “That the 
investment guaranty provision of 
the Mutual Security Act be 
amended to include coverage of 
losses arising from revolution, 
insurrection, or civil strife asso- 
ciated with war, revolution, or 
insurrection.” 


The Commonsense Amendment 


The hit-or-miss policy of bulk 
dumping of mutual security 
funds, which contrasts so un- 
favorably with the Soviet pin- 
pointing of needed projects, 
might be remedied if Congress 
adopts a proposal which is ex- 
pected to be submitted as an 
amendment to the foreign aid 
bill. It contemplates that funds 


be segregated for survey con- 


tracts and exploration to deter- 
mine what projects are most 
feasible and needed in aided 
countries; that before such pro- 
jects are launched, assurance be 
had that private funds will be 
available for their initial running 
expenses. This would protect the 
government against responsibili- 
ty of operating industries anc 
business establishments all over 
the world. 

C. Douglas Dillon, Unde 
Secretary of State, appearing be- 
fore a committee of Congress 
suggested a revised approach t 
foreign loans along the lines of 
government insurance. The re- 
ception was enthusiastic. Dillon 
the top economic adviser until his 
promotion to succeed Christian 
Herter as Under Secretary, pro- 
posed ... “broadening of govern- 
mental guarantees to insure pri- 
vate lenders against nonpayment 
for any reason, of a portion of 
their loans abroad.” The Export- 
Import Bank, he disclosed, has 
been requested by the National 
Advisory Council to take immedi- 
ate action to institute a new pro- 
gram of partial guarantees to 
carry out its recommendation. 
Because it already has adequate 
authority for such a program, no 
legislation would be required. 

Secretary Dillon sounded this 
important note of caution which 
must be weighed in any plan of 
transition from government aid 
to private investment: 

“T would be less than candid 
if I did not point out that basic 
conditions in many less de- 
veloped countries, such as the 
lack of political stability, of 
adequate government services 
and properly trained person- 
nel, of basic facilities of power 
and transportation, of low pro- 
ductivity and of limited mar- 
kets, as well as chronic balance 
of payments problems, are 
basic impediments to private 
investment. Until conditions 
attractive to private invest- 
ment are created, we cannot 
expect to depend on it as an 
answer to the problem.” 

No matter how careful the 
planning may be, foreign aid 
must fail to achieve its goal if the 
implementation of those plans is 
defective. Not even the State De- 
partment suggests the job has 
been done as well as it might. 


(Please turn to page 412) 
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Economic Development 


"United Fruit Company enterprise has opened up vast areas of low, hot, 


humid and heavily forested terrain... It has supplied the basic facili- 
ties—roads, railways, port and communication facilities, electric power 
establishments, hospitals and schools .. . It has introduced modern Sci- 


entific agricultural methods and equipment, and has trained hundreds 


, 


of thousands of local inhabitants in their use... 


United Fruit Company 


General Offices: 80 Federal Street, Boston 10, Mass. 





This is the substance of a report on the 
Company's contribution to the economic 
development of Middle America. Made by 
Sr. Galo Plaza, ex-President of the Repub- 
lic of Ecuador, and Stacy May, well-known 
economist, it is seventh in the independent 
research Series on United States Business 
Performance Abroad. NATIONAL PLAN- 
NING ASSOCIATION, 1606 NEW HAMPSHIRE 
AVE., N.W., WASHINGTON 9, D. C. 


COLOMBIA + COSTA RICA + CUBA + DOMINICAN REPUBLIC « ECUADOR « GUATEMALA + HONDURAS «+ NICARAGUA + PANAMA 











(Continued from page 410) 
One of the reasons is that super- 
vision of 2,000 economic projects 
spread about the globe, involving 
billions of dollars, is left to per- 
sonnel which includes few spe- 
cialists in the fields of engineer- 
ing, supplying and banking ope- 
rations. The government has not 
borrowed from industry to the 
extent it could. 

We borrowed money to lend 
$3 billion to foreign powers to 
enable them to reduce their na- 
tional debts and balance their 
budgets, and all the while we 
were increasing our debt and 
unbalancing our budget. 

Money sent to aid foreign 
countries has been spent to pur- 
chase commodities and supplies 
from our competitors on the 
world: market. We have not pro- 
tected the industries which were 
taxed to supply the aid fund. 

A House Committee on Gov- 
ernment Operations reported on 
aid to Iran, totaling a auarter- 
billion dollars between 1951 and 
1956: “United States aid and 
technical assistance programs in 
Iran... were administered in a 
loose, slipshod, and unbusiness- 
like manner ... it is now impos- 
sible — with any accuracy — to 
tell what became of _ these 
funds.” 

The official in charge of the 
Iran foreign aid was promoted, 
and now is head of foreign aid in 
Korea where our spending obli- 
gations are greater. 

In 1953 our government made 
$745 million available for sup- 
port of the French and their 
allies in the prosecution of the 
Indo-China War. Only a part of 
this money had been spent when 
the French surrendered. After 
months of attempted audit and 
negotiation, we recaptured $95 
million. 

We gave approximately $450 
million financial support to the 
British aircraft program in 
1953-1955 but the planes were de- 
layed in production and were 
obsolete when they reached the 
landing strips. Part of the cash 
was used to subsidize the Bri- 
tish commercial jet transports 
in competition with United 
States manufacturers. 

The Fairless Committee which 
evaluated the foreign aid pro- 
gram in 1957 under a commission 
from President Eisenhower re- 
ported, among other things: “No 
comprehensive and independent 
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audit of foreign aid expenditures 
seems ever to have been institu- 
ted.” 

It is clear that there must be a 
complete revision of our foreign 
aid program—that it cannot be 
left under political or bureau- 
cratic control—and that private 
investment abroad should be 
given sufficient guaranties a- 
gainst the various conditions in 
the individual countries that 
would otherwise inevitably result 
in severe losses. END 





Developing Canada’s Iron Ore 





(Continued from page 378) 


adequate for this volume. 
The steel companies who are 
partners in IOCC have contrac- 
tual obligations to take 10 mil- 
lion tons a year of IOCC’s out- 
put. Nearly all of this goes to the 
United States; the balance is 
shipped mainly to England. 
IOCC’s reserves of direct ship- 
ping ores are believed to surpass 
450 million tons. 

The only other significant out- 
put of direct shipping ore in 
Canada comes from the deposits 
of Steep Rock Iron Mines, Ltd., lo- 
cated on the north shore of Lake 
Superior. The company currently 
produces about 2.5 million tons 
per year but has plans for a signi- 
ficant increase in production. 
Steep Rock Iron Mines is owned 
by the Cyrus Eaton interests. One 
of its deposits is under sublease 
to a subsidiary of Inland Steel. 

In addition to direct shipping 
ores, Canada already produces 
some ores which must be bene- 
ficiated before shipping. At pres- 
ent, most of these come from 
Dominion Wabana Ore, Ltd., located 
on the Island of Newfoundalnd. 
It is owned by Dominion Steel & 
Coal Corporation. In 1957 Domin- 
ion Wabana produced nearly 3 
million tons, the bulk of which 
was sold in Western Europe. 
There the company has a great 
competitive advantage over other 
Western hemisphere ore export- 
ers, by virtue of its location on 
the extreme eastern tip of New- 
foundland. 

But the bulk of the growth in 
Canadian iron ore mining is un- 
likely to come from any of the 
deposits currently under com- 
mercial exploitation. These could 


never 
crease in output from the 20-mil- 
lion tons produced in 1957, which 
is likely to be required by 1975 
to meet the dominion’s total for- 
eign and domestic needs. Most of 
these additional quantities wil 
have to come from the gigantic 
low-grade iron ore reserves lo- 
cated in the Labrador Trough, a 
650-mile stretch from the north 
bank of the lower St. Lawrence 
River to the Ungava Bay, way uy 
north. 


Canadian Advantages 


Two recent technological de- 
velopments combined to make the 
iron ore deposits of this area com- 
mercially valuable: (1) the con- 
struction of the St. Lawrence Sea- 
way without which these ores 
could not be moved in quantity 
to the steel mills in the Midwest: 
and (2) the aforementioned trend 
towards beneficiated low-grade 
ores which has lately become so 
strong that premium prices are 
now received for concentrates 
from such ores. 

As was pointed out, the U. S. 
itself is quite rich in concentrates 
in the form of taconite. But the 
low-grade ores in the Labrador 
Trough are both easier to drill 
and require less crushing than our 
taconite. As a result they are 
generally cheaper to produce and 
process. Hence the sudden great 
interest of a number of compan- 
ies in these deposits. Their ra- 
tionale has been aptly summed up 
by an executive of U. S. Steel 
Corp., which plans (through its 
subsidiary Cartier Mining Corp.) 
to spend up to $300 million in an 
effort to develop a production of 
10 million tons a year by 1965: 

“The decision to give current 

attention to the Quebec de- 

posits stemmed from the re- 
latively urgent demand for 
iron ore on the East Coast as 
well as in Europe and Canada. 
These deposits are well situated 
geographically to serve all of 
these needs. In addition they 
have the flexibility to also serve 
customers inland by moving 
ore for example through the 

St. Lawrence Seaway .. . Ad- 

ditional economic considera- 

tions are the relative ease with 
which the Quebec ores can be 
concentrated, and the tax pol- 
icy of encouraging new develop- 
ments. . .” 

(Please turn to page 414) 
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Aside from the U. S. Steel pro- 
ject, which is located in the south- 
western-most part of the Labra- 
dor Trough, the two most impor- 
tant developoments currently un- 
der way in that area are those at 
Carol Lake and at Wabush Lake. 
To bring both of them into pro- 
duction will probably require ex- 
penditures of $300-500 million, 
including the building of a 42- 
mile railroad to connect both de- 
posits with the Quebec, North 
Shore & Labrador RR, along 
which the ore can be shipped to 
the St. Lawrence River docks. 
Work on the railroad is already 
under way. 

The Carol Lake project is own- 
ed by IOCC and managed by 
M. A. Hanna Corporation, one of 
its co-owners. It is expected to 
yield a concentrate with an iron 
ore content of 62 percent. A pilot 
beneficiating plant will be com- 
pleted this summer. By 1962 pro- 
duction should reach 5 million 
tons per year. This will greatly 
increase IOCC’s range of produc- 
tion which currently is limited to 
direct shipping ores. As has been 
stated, this type of iron ore is 
losing ground to concentrates. 


The Wabush Lake Project 


The Wabush Lake project 
might well turn out to be even 
larger than the one at Carol Lake. 
The concession to it is held by 
Wabush Iron Company which is 
owned by Pickands Mather & Com- 
pany, Mather Iron Ore Company, 
Youngstown Sheet & Tube, Interlake 
Iron Company and Steel Company 
of Canada. The operator of the 
concession is Pickands Mather, 
a partnership, which also ope- 
rates large taconite developments 


in Northeastern Minnesota and a 
fleet of iron ore carriers on the 
Great Lakes. Another participant 
in this development is Canadian 
Javelin, Ltd., speculative prospec- 
tur of large mineral concessions 
in Newfoundland, Labrador and 
Quebec, from which the Wabush 
Iron Company has leased the min- 
eral rights to its deposits. In turn, 
Canadian Javelin is now receiv- 
ing specified minimum royalties 
and will receive additional royal- 
ties in line with the level of future 
production. 

The proven reserves at Wa- 
bush Lake exceed one billion tons, 
according to company estimates. 
It is the largest open pit deposit 
of iron ore known. Its total de- 
velopment cost, including the 
Wabush Lake Railroad, are like- 
ly to »mount to $200-300 million. 
It is believed possible that ulti- 
miate production of the project 
may approach 20 million tons, 
aithough in the fereseeable fu- 
ture, 10 million tons is a more 
likely target. Since Wabush Iron 
Ore is owned mostly by steel com- 
panies, there should be no dif- 
ficulty in finding outlets for any 
reasonable production level. 

Thus, Labrador is destined to 
play an ever more important role 
in supplying the ore needs of the 
United States and also Western 
Europe, both of whose traditional 
high-grade reserves are now 
rapidly approaching exhaustion. 
Since there is also the distinct 
possibility of higher prices for 
this mineral in the not too distant 
future, there can be little doubt 
that Canada’s iron ore industry 
— already the world’s fourth 


largest — has an immense eco- 
nomic and physical growth po- 


tential. END 








120th CONSECUTIVE QUARTERLY 
COMMON STOCK CASH DIVIDEND 
The Board of Directors has declared cash dividends on 
Commen Steck — $.25 per share 


5% Cumulative Preferred Stock 
Semi-annual — $1.25 per share 
payable June 30, 1959 to stockholders of record at 
the close of business June 12, 1959. 


Over 1,100 offices in 
U. $., Canada and Hawaii 
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Wm. E. Thompson 
Secretary 


June 1, 1959 





The Natural Gas Industry 





(Continued from page 391) 


been filed seeking returns of 
614-634.% and several companies 
have requested a 7% rate of re- 
turn. Hope for most of these in- 
creases was considerably dimmed 
recently, however, when the FPC 
allowed only a 614% rate of re- 
turn on a new pipeline (Midwest- 
ern Gas Transmission Co.) which 
had submitted evidence that it 
would finance with 544% First 
Mortgage Bonds and 5% Interim 
Notes (convertible into either 
cash or preferred stock). Total 
debt on the new line was to be 
81% of total capitalization. In 
addition to allowing only 614% 
in lieu of 7% requested, the Com- 
mission conditioned its order so 
as to prohibit payment of divi- 
dends on the common stock until 
the debt was reduced to 75% of 
total capitalization. Whether 
higher returns will be allowed for 
companies having thicker equi- 
ties is unknown at this time, but 
this is usually accompanied by 
lower cost debt. The prospects 
for an order permitting a rate of 
return in excess of 614% thus 
seem rather poor at present. 


Note on Earnings Reports 


Practically all of the companies 
having rate increases pending 
have been reporting earnings 
that reflect the full increment and 
are based on returns in excess of 
614%. If the assumption is made 
that this figure represents a ceil- 
ing for pipeline companies at this 
time, reported earnings may be 
sharply revised downward on 
final settlement of the cases. An- 
other facet of this problem is the 
rapid retirement of older low cost 
debt through the action of sink- 
ing funds and subsequent replace- 
ment by higher cost senior se- 
curities. 


Tax Deductions 


Another issue pending before 
the Commission and of great im- 
portance to the industry is that 
of treatment for rate making 
purposes of tax reductions re- 
sulting from 2714% statutory de- 
pletion and intangible drilling 
costs resulting from expansion 
and development activities by 
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AMERICAN NATURAL GAS COMPANY 


MICHIGAN CONSOLIDATED GAS COMPANY 


AN 
SYSTEM 
OPERATION 





MICHIGAN WISCONSIN PIPE LINE COMPANY 


NATURAL GAS 
MORE 


INTEGRATED 
WITH 


CONTINUING 


4 NEW JERSEY CORPORATION 


AMERICAN NATURAL GAS PRODUCTION COMPANY 





TRANSMISSION 
THAN HALF A CENTURY 


SERVING MORE THAN A 


MILWAUKEE GAS LIGHT COMPANY 


AMERICAN LOUISIANA PIPE LINE COMPANY 


AND DISTRIBUTION 
OF SUCCESSFUL 
VILLION CUSTOMERS 

ITS EXPANSION PROGRAM. 








natural gas companies. While of 
primary importance to producers 
and pipelines owning reserves it 
will affect the long term trend of 
natural gas prices and probably 
determine the type of operator 
who will seek new reserves. The 
staff of the Commission and a 
number of distributors have 
taken the position that these tax 
deductions although authorized 
by the Internal Revenue Bureau 
should, in effect, be passed on to 
customers in the form of lower 
rates. Opposing this view the 
natural gas companies, including 
producers, argue that Congress 
intended that any benefits derived 
were to be retained by the com- 
pany in order to stimulate ex- 
ploration for and development of 
additional oil and gas reserves. 
There has been a major hearing 
before the Commission on these 
issues and a decision is expected 
shortly. A complicating factor 
has been introduced by conflict- 
ing opinions by different FPC 
examiners. It is quite likely that 
the final decision will be rendered 
in the courts, and this will re- 
quire several years. 


JUNE 20, 1959 


The Independent Producer 


The regulation of independent 
producers perhaps poses the big- 
gest area of uncertainty in the 
area of natural gas regulation. 
Since producers were brought 
under the jurisdiction of the 
Commission in 1954 by a Su- 
preme Court decision (Phillips 
case) there has not been one 
major rate decision. Consequent- 
ly, at present over $9 million of 
rate applications are pending. In 
producer cases, not only are all 
of the issues of rate of return 
and tax accounting present, but 
there are additional issues caused 
by the extreme difficulty in ap- 
plying utility type regulation to 
a competitive operation. Un- 
doubtedly, some of the delay was 
occasioned by the anticipation 
that Congress would pass a bill 
freeing independent producers 
from FPC regulation, and indeed 
it has been passed twice (in vary- 
ing forms) but vetoed. Early in 
the present session the Chairman 
of the House Interstate & Fore- 
ign Commerce Committee, Oren 
Harris, introduced a bill similar 


to the one vetoed by President 
Eisenhower in 1956, but which he 
stated he believed should be 
passed in principle. Apparently, 
as a result of lack of support by 
industry representatives, Mr. 
Harris recently indicated that he 
did not expect to submit the bill 
for hearings or introduction in the 
House. As next year is an Elec- 
tion year, it may be difficult to 
obtain passage of such a bill. 
Under these circumstances it will 
remain for the FPC and the 
courts to determine a method of 
regulatory procedures. 


The Phillips Petroleum Case 


About a month ago, an ex- 
aminer of the FPC issued a land- 
mark decision in producer regu- 
lation in the case of the Phillips 
Petroleum Company. Essentially 
following a limited interpretation 
of the precepts of another Su- 
preme Court decision (The City 
of Detroit vs. the FPC,) the ex- 
aminer found that Phillips was 
subject to utility cost regulation 
and allowed a return of 914% on 
the company’s jurisdictional rate 
base. Among the costs allowed 
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were only actual taxes paid and 
Phillips was denied benefits of 
statutory depletion and intangi- 
ble drilling costs. In allocation of 
costs between oil and gas opera- 
tions there was a wide area of 
difference between the company’s 
position and that of the ex- 
aminer. The prospective future 
of this case, after a Commission 
decision late this year is an ex- 
tended trip through the courts. 


For Investor Consideration 


For the investor the issue of 
producer regulation is muddied 
further by the apparent position 
of a number of commissioners of 
the FPC who favor use of area 
pricing rather than utility cost 
regulation, or at least considera- 
tion of items of evidence other 
than cost. Some support for the 
former view recently was ob- 
tained in a decision of the Court 
of Appeals for the Fifth Circuit 
(New Orleans) in which the 
statement was made that— 

“if a Commission finds that a 
rate is reasonable to the consum- 
ing public, it need not reject 
such rate as not being just and 
reasonable, merely because it will 
yield to a particular producer 
more than the very minimum re- 
quired by constitutional stand- 
ards, or more by way of net yield 
that is returned to another pro- 
ducer in the same well or field, 
especially if such result follows 








Dividend No. 60 


Interlake Iron Corporation has 
declared a dividend of 35 cents per 
share on its common 
stock payable June 30, 
1959, to stockholders of 
AK. record at the close of 

% business June 15, 1959. 
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from a considered decision by the 
Commission that a uniform price 
for all the producers of a single 
well or single field is not only 
reasonable but is highly desirable 
for convenience of administra- 
tion. 

In a subsequent public state- 
ment the Chairman of the FPC 
noted that this language may well 
provide the basis for another 
Supreme Court test of the strin- 
gent requirements of the City of 
Detroit case and might ultimately 
provide the Commission with 
more latitude in determining how 
producer prices are to be set. 
Nonetheless, it will be a tedious 
procedure to obtain this ruling. 

In such an atmosphere security 
prices are more likely to react to 
legal and regulatory decisions 
than they are to the potential for 
increased sales and better quality 
of usage. Thus, the market per- 
formance of the natural gas 
securities has reflected these con- 
tinuing uncertainties in sympa- 
thy with the decisions of the 
courts and commission. During 
the last two years the market for 
the natural gas securities fell 
sharply shortly after the Mem- 
phis Decision was first issued in 
late 1957, and then rose as the 
case approached hearing and de- 
cision by the Supreme Court, 
reaching a peak after reversal by 
that court. 

After a short period of stabili- 
ty another sharp decline followed 
the examiner’s decision in the 
Phillips case. Some companies 
such as Panhandle Eastern and El 
Paso Natural Gas which are deep- 
ly affected by the issues in the 
Phillips case have declined as 
much as 15%-20%. The group as 
a whole has continued to be soft 
in the wake of the Midwestern 
decision, allowing only a 614% 
return. The blanket decline has 
even extended to combination 
companies which are more sub- 
ject to state regulation such as 
Columbia Gas, Consolidated Natu- 
ral Gas and National Fuel Gas. 
These price movements, are indi- 
cative of the disorder that now 
exists in the market for natural 
gas securities. 


Investment Conclusion 


Within this frame of reference 
it is extremely difficult to recom- 
mend investing in what is still a 
rapidly growing industry. The 


best prospects appear to be in the 
retail companies, especially those 
that can benefit from installation 
of air conditioning equipment 
and from increased merchandis- 
ing of gas appliances. The re- 
mainder of the natural gas com- 


panies can only be considered 
speculative for the coming year 
or two. Beyond that, however, the 
strong growth characteristics of 
the industry may provide another 
golden period for investors. In 
the meantime, caution is advised 
in choosing natural gas securi- 
ties. END 





Reappraising Our 
Recommendations 
—Over the past year 





(Continued from page 399) 


sification into other lines includ- 
ing chemicals and_ electronic 
equipment. The stock advanced 
from 78, when recommended, to 
a high of 120. Currently selling at 
113, it can be held by investors 
seeking stability primarily. 

Colgate-Palmolive was recom- 
mended at 63 and thereafter ad- 
vanced to 129. After the recent 
3 for 1 split-up, the new stock 
reached a high of 43. The current 
price is 38. Earnings have con- 
tinued their rising trend through 
the year 1958 and the first quar- 
ter of 1959. The company is one 
of the leading soap manufactur- 
ers, with the bulk of profits from 
foreign areas, where greater 
growth is indicated than in the 
domestic market. It plans to enter 
the field of proprietary and ethi- 
cal drugs. The yield is 3.2%. For 
those able to accept this return, 
the stock is a worthwhile long- 
term holding. 

General American Transportation 
was recommended at a price of 84 
and thereafter advanced to 11714. 
Following the 2 for 1 split-up of 
January 26, 1959, the new stock 
rose to 67 and is now 59. It offers 
both stability of earning power 
and the prospect of continued 
moderate growth. The major 
source of profits is leasing tank 
cars to the oil, chemical and other 
industries, and operation of stor- 
age terminals. The company also 
manufactures freight cars, plas- 
tics, industrial equipment and de- 
fense products. These activities 
are increasing in importance. In- 
dications point to an increase in 
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earnings this year over the $3.03 
ver share (adjusted) for 1958. At 
he current price, the stock is sell- 
ng at 19 times last year’s earn- 
ings, with a yield of 3.3%. It can 
be held for longer term growth. 


Machinery & Equipment 


Mesta Machine, recommended in 
1 “thumb-nail’” analysis in our 
July 5, 1958 issue, has since ad- 
ranced from 47 to 71. The stock 
s currently selling at 70 or close 
o its high. Although the business 
is cyclical, earnings have shown 
onger term growth. In 1958, 
yrofits were $6.81 per share, as 
iwainst $6.45 in 1957. For 1959, 
arnings should be close to the 
‘ecord figure reported for last 
vear. Mesta is a leading producer 
1f heavy equipment for the steel 
ndustry. It is expected to benefit 
from modernization and expan- 
sion of both domestic and foreign 
steel companies. The stock is sell- 
ng at only 10 times 1958 earn- 
ings. The yield is 5% on the $3.50 
lividend (including the $1.00 ex- 
tra paid in January). This issue 
still appears attractive. 

Since our recommendation, 
American Machine & Foundry has 
moved from 37 to a high of 89. 
It is now selling at 82. Earnings 
declined moderately in 1958 to 
$3.19 per share, from $3.51 in 
1957. However, in the first quar- 
ter of this year, profits rose 
sharply to $1.40 per share, from 
82¢ a year ago. Originally engag- 
ed in the manufacture of automa- 
tic cigarette and cigar machinery, 
the company has diversified its 
activities into various other lines. 
It is now the leading producer of 
automatic pin-spotters and other 
equipment for bowling alleys, 
with about 20% of total revenues 
and a major part of earnings 
from this source. In addition, 
AMF has entered the electronics, 
nuclear energy and missile equip- 
ment fields in recent years, and 
defense business now represents 
an important item. Currently, the 
stock is selling at 26 times 1958 
earnings. However, with growing 
rental income from _ bowling 
equipment and improvement in 
other lines, profits this vear 
should be materially better than 
1958. The yield on the well-pro- 
tected $2.00 dividend is only 
2.4%. Investors willing to accept 
moderate risk for the prospect of 
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further growth can retain this 
issue. 

Caterpillar Tractor, recommend- 
ed at 65, has since advanced to 
a high of 110. The current price 
is 102. Following peak profits of 
$6.09 per share in 1956, earnings 
receded to $4.35 in 1957 and $3.48 
in 1958. Results last year were 
adversely affected by strikes and 
starting-up costs of new plants, 
as well as by the business reces- 
sion. In the first quarter of this 
year, earnings rebounded to $1.19 
per share, from 37¢ a year ago. 
The outlook favors a sizable im- 
provement for the year 1959. The 
company is the leading producer 
of crawler tractors, and also 
manufactures wheel-type tractors 
and earth moving equipment, as 
well as certain other products. 
Road building and construction 
work represent the main sources 
of demand for Caterpillar equip- 
ment. Other sources include log- 
ging, oil, mining, agriculture and 
transportation. The company’s 
postwar expansion and modern- 
ization program has more than 
doubled its capacity. While the 
stock is selling at 29 times 1958 
earnings, this ratio would be low- 
er if based on the expected im- 
provement in profits this year. 
Recently, the quarterly dividend 
was increased from 60¢ to 75¢ 
per share. The yield, at the cur- 
rent price, is 2.9%. In mid-Aug- 
ust, stockholders will vote on a 
3 for 1 split. Longer term posi- 
tions in this stock need not be dis- 
turbed. 


Retail Trade Leaders 


A full-scale “investment audit,” 
in our May 24, 1958 issue, recom- 
mended Sears Roebuck at 28. Since 
then, the stock has advanced to 
a high of 46, which is the current 
price. For the fiscal year ended 
January 21, 1959, earnings in- 
creased to $2.21 per share from 
$2.15 in the year previous. For 
the 3 months ended April 30th, 
a further gain was reported to 
36¢ per share, from 29¢ a year 
ago. The expanding number of 
outlets and rising sales trend 
point to higher earnings in the 
current fiscal year. Sears has a 
long record of growth. It is the 
largest retail distributor of gen- 
eral merchandise. Over three- 
fourths of total sales is obtained 
from 728 stores and the balance 
through the mail order division. 
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St. Louls 
1938 
CONSECUTIVE DIVIDEND 
Common Stock 
A quarterly dividend of 45¢ 
per share payable on July 1, 
1959 to stockholders of record 
at the close of business June 
12, 1959, was declared by the 
Board of Directors. 


ROBERT O. MONNIG 


Vice-President and Treasurer 


June 2, 1959 
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About one-fourth of its merchan- 
dise is obtained from owned fac- 
tories and interests in other 
manufacturing companies. 
Through Allstate Insurance Co., 
a subsidiary, the company con- 
ducts an expanding automobile, 
fire and casualty insurance busi- 
ness. The stock is selling at 21 
times last year’s earnings. Re- 
cently, the quarterly dividend 
was increased from 25¢ to 30¢ 
per share. Including the 20¢ extra 
paid last January, the present 
annual dividend rate is $1.40 per 
share. At the current price, the 
yield is 3%. This issue can be re- 


tained, primarily for further 
growth. 
Federated Department Stores, 


recommended at 39, has advanced 
to a high of 61, the current price. 
Earnings, in the fiscal year end- 
ed January 31, 1959, continued 
their steady upward trend to 
$3.64 per share, from $3.25 for 
the year previous. In the 13 
weeks ended May 2nd, earnings 
increased to 67¢ per share from 
53¢ a year ago. The company has 
achieved higher sales each year 
over the past 20 years. It has an 
outstanding earnings record in 
its field. Federated is one of the 
largest department store ope- 
rators, with 18 main stores and 
25 branches. The company is con- 
tinuing to expand its outlets, 
under able and aggressive man- 
agement. All indications point to 
a further improvement in earn- 
ings in the current fiscal year. 
The stock is selling at 17 times 
last year’s earnings. With the 
April payment, the quarterly 
dividend was increased from 45¢ 
to 50¢ per share. The yield on the 
higher rate is 3.3%. Growth pros- 
pects favor retention of this issue. 





How Breakdown In Transporta- 
tion Is Creating Vast Economic 
Problems 





(Continued from page 375) 


Possible solutions may be divided 
into three major types. 


These are: 

(1) the highway plan: — con- 
struction of additional 
thruways, elevated high- 
ways, bridges, tunnels and 
interchanges to provide 
capacity for all daily com- 
muters to move with the 
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flow of vehicular traffic; 
the rail plan: — rehabili- 
tation, coordination and 
extension of existing rail- 
road and rapid transit 
routes, to carry the bulk 
of the commuter load in 
modern equipment; 

A reliance upon the new 
modes of transportation 
yet to be developed and 
perfected, such as mono- 
rails, mass helicopter serv- 
ice, air-glide vehicles that 
can skim over land or wa- 
ter without expensive 
roadways, and the like. 

In an era when the progress of 
technology is breathtakingly 
rapid, this method cannot be re- 
jected, but deserves active con- 
sideration and experiment. Quite 
possibly some of these devices 
will be contributing a measure of 
solution in the near future, and 
may play a leading role in a more 
remote period. The urban trans- 
portation problem is however, 
much too pressing to postpone 
concerted action awaiting extend- 
ed discussion and observation of 
devices which are still experimen- 
tal. We must begin now with 
methods and equipment that are 
already available. 

It is doubtful whether the high- 
way plan could ever succeed, ex- 
cept at the cost of killing the 
patients — our large cities. If 
everyone drove to work, consider- 
ably more parking space than 
business space would be required 
in the down-town areas. Still 
more convincing is the startling 
contrast between highways and 
rapid transit in terms of pas- 
senger capacity. The most mod- 
ern freeways can carry only 2500 
persons (private automobile) to 
5000 (bus) per lane per hour, 
whereas a single rapid transit 
line can move an impressive 40,- 
000 per hour. This means that it 
would require no less than twelve 
kiahway lanes to replace a single 
railway track. Can it be doubted 
that the only effective answer to 
our large cities’ transportation 
problem is improved mass tran- 
sit? 

As the public authorities have 
not yet broken off their love affair 
with the private automobile, and 
still almost universally interpret 
“traffic” to mean only vehicles, 
uot people, improved rapid tran- 
sit methods has so far received 
only limited trial. But even with 


(3) 


these 
few examples have usually shown 


half-hearted application 
encouraging results. 

Cleveland’s_ efficient Shaker 
Heights rapid transit line has en- 
joyed heavy patronage for years, 
and the city is now extending its 
own municipal system. In Phila- 
jelphia a tube under the Schuy- 
kill River built in the early 30’s 
was only recently tied in with 
rapid transit lines and opened to 
traffic; currently the 541 rapid 
transit vehicles in this city are 
carrying in excess of 150 million 
passengers annually. Jn Chicago 
a seven-mile, double-track rapid 
transit line has been incorporated 
in the median strip of the new 
Congress Street Expressway; al- 
though the rail lines occupy less 
than a quarter of the total ex- 
pressway space and added only 
10% of its cost, they can easily 
carry three times the total pas- 
senger volume that can be moved 
by motor vehicles in all eight 
highway lines. Elsewhere im- 
proved rapid transit is being giv- 
en more earnest consideration 
than ever before. 

Of all North American cities, 
however, only forward-looking 
Toronto has so far adopted rapid 
transit as the primary solution of 
its traffic problem. 

Under present conditions, it 
must be conceded, rapid transit 
is not going to pay in a strictly 
financial sense. Carefully plan- 
ned lines should be able to meet 
operating costs — if featherbed- 
ding is held under control — but 
we have waited until acquisition 
and construction costs are so 
high that rapid transit can no 
longer be expected to pay inter- 
est, amortization and ad valorem 
taxes. Thus the ugly fact of “‘sub- 
sidy” must be accepted. It should 
be emphasized, however, that the 
choice is not one between a self- 
sustaining street-and-highway 
system and a subsidized rapid 
transit system. City streets and 
traffic control are very heavily 
supported from’ general tax 
sources, and it has been carefully 
estimated — the exact figure 
varying from city to city — that 
the average motor vehicle used 
for commuting to down-town 
areas is subsidized at about $100 
a year. 


Better Planning the Real Goal 


The New York Port Author- 
ity’s self-righteous pleas that it 
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cannot afferd to jeopardize its 
profitable bridges and tunnels by 
operating money-losing rapid 
transit facilities must also be 
analyzed carefully. By dividing 
the daily commuting journey in- 
to artificial segments, accepting 
rasponsibility only for the unim- 
ded flow of traffic over ap- 
yroach links, and leaving the 
vroblems of parking and traffic 
ongestion to New York City, the 
ort Authority can claim a profit- 
ble basis of operation. If the 
ailroads were able to adopt the 
ame expedient, divesting them- 
elves of the heavy expense of 
ity terminals and yards, they 
ould also show a handsome profit 
n their heavily-trafficked main 
nes leading into the city. 

But nothing in this article must 
regarded as a disparagement 
f the private automobile in those 
reas in which it is most efficient. 
iany persons — deliverymen, 
alesmen making multiple calls, 
loctors, plumbers, and many 
nore — must rely upon their per- 
sonal automobiles for business 
ise, Which is equally essential for 
he general public welfare. The 
yurpose of improved and extend- 
d rapid transit must not be to 
supplant all automotive vehicles 
m the city streets but, by pro- 
iding an attractive alternative 
service for the great majority of 
ommuters, to reduce congestion 
ind to make their automobiles 
more valuable to those who must 
ise them. 

The present railroads and pub- 
ic transportation companies can 
indoubtedly make limited im- 
yrovements in their services. Yet 
ealism must concede that the ex- 
tensive and expensive improve- 
nents required can be accomplish- 
‘t only under the leadership of 
uublic authorities — more en- 
ightened authorities than have 
ieretofore been in office. But the 
‘esponsibility is not solely theirs; 
t must rest in some measure 
ipon all of us. We must keep 
uurselves informed on these re- 
ated problems of traffic conges- 
tion, urban decay and artificial 
sarriers to trade, and must work 
both to convince others and see 
that competent officials are elect- 
ed to office. But particularly we 
must be more far-sighted than 
many of us have been; we must 
look for the basic solution of 
these problems rather than mere 
temporary expedients. END 
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IBM Growth Co. Extraordinary! 





(Continued from page 393) 


tronic computers have been used 
in the SAGE Continental Air 
Warning system, and the com- 
pany has also made navigational 
systems for the intercontinental 
bombers of the Strategic Air 
Command. Additionally, the 
company has a number of new 
study and development con- 
tracts. These include the plan- 
ned usage of IBM computers 
in the bombing and naviga- 
tional systems of new exotic- 
fueled bombers, the correlation 
of world-wide battle information 
and intelligence, the simulation 
of battle situations for the train- 
ing of field commanders and 
warning systems against missile 
attack. 


World Trade 


IBM’s management has long 
been aware of the necessity to 
build world trade. The company’s 
business outside of Continenta! 
United States is carried on by 
the IBM World Trading Corpora- 
tion. Earnings from foreign op- 
erations are not consolidated. 
IBM’s gross business outside the 
US in the year 1958 was $246 
million, or about 26% of domes- 
tic business. Of this amount, $34 
million was brought down to net 
of which only the $8 million di- 
vidends received are included in 
the company’s earnings. Sales of 
the World Training Corp. have 
not grown quite as rapidly as 
domestic sales, perhaps reflecting 
in part the absence of military 
business. From this point on, 
however, in view of the strong 
industria] upturn in Europe and 
elsewhere, it is probable that 
IBM’s foreign business may grow 
at a faster rate than domestic 
operations. This could be a very 
significant factor in weighing 
P/E ratios, since 
through to net on foreign busi- 
ness is even greater than on its 
domestic operations. 


Money In The Bank 


Although the company’s bal- 
ance sheet is exceedingly strong, 
with a current ratio of more 
than five to one, IBM did resort 
to equity financing a couple of 
years ago. IBM’s long term in- 





IBM Balance Sheet Data 
/ (Millions) 


12/31/1958 
Long Term Debt $ 425.0 
Preferred Stock ................. — 
Shares Outs. (000) . 11,849 


Common Stock & Surplus .. $ 720.2 
Cash & Mktble. Securities ... $ 292.5 


Inventories, Net .................. $ 342 
Receivables Net ................. $ 163.4 
ae $ 490.2 
Current Liabilities ............... $ 111.8 
Net Working Capital .......... $ 378.4 
Current Ratio (C.A. to C.L.) 4.3 
I niciictinissmannnin $ 734.5 
I is $1,261.1 
Book Value Per Share ........ $ 60.78 
Recent Price of Stock 457 
Price Range 1958-1959 . 488-200 
Price Earnings Ratio .......... 66 ! 
Current Annual Dividend .. $ 2.00 


Dividend Yield ................... 4% 


1__Based on 1958 earnings; adjusted 
for 3 for 2 stock split. 




















IBM’s carry 


debtedness is entirely in the 
hands of the Prudential Insur- 
ance Company. The current pay- 
out is presently $0.50 quarterly, 
and while this yields less than 1, 
of one percent, a meager return, 
cash dividends in recent years 
have been supplemented by fre- 
quent stock dividends. 

IBM’s first quarter sales of 
$296 million versus $267 million 
a year ago registered a gain of 
10%. Net per share was up to 
$1.59 against $1.32 for the 1958 
quarter. Full year earnings are 
estimated at around $8 versus 
1958’s full year results of $6.93, 
and one would have to add an- 
other $1.30 per share if foreign 
earnings were consolidated. As 
mentioned earlier, earnings are 
not a true measure of IBM’s 
worth due to the leasing of equip- 
ment and the heavy depreciation 
factor — and one might also have 
to concede that the remarkable 
20% annual growth rate may 
slow down a bit; nevertheless, as 
one of the nation’s outstanding 
blue chips, IBM merits inclusion 
in the growth portfolio, even 
though the cost of this stock ap- 
pears to be “outrageously” priced 
at the moment. In view of cur- 
rent market conditions, a patient 
investor should be able to buy 
the stock at more advantageous 














levels. END 
The Railroad Industry 
A Study By An Expert 
See Our Next Issue 
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Future of Cuba 
Hangs In The Balance 





(Continued from page 387) 


dissatisfaction over the fact that 
they will only be “users” and 
not owners of land. This follows 
a familiar pattern. The Soviets 
too, decided not to divide the land 
among the peasants—but to ap- 
propriate the land—and “hold it 
in trust” for them. 

For the time being, U. S. firms 
directly involved in the expropri- 
ation threat are refraining from 
making a public expression of 
their views. 

Many of the clauses in the de- 
cree are extremely vague and 
translators and attorneys have 
considerable work ahead of them. 


Is Castro Equipped to 
Appraise the Situation? 


Amazing fact is Castro shows 
no fear or understanding that he 
is imposing a financial hardship 
on influential American concerns. 
Washington’s ability to retaliate 
does not seem to make an overt 
impression on Fidel Castro and 
his advisors. Much of this atti- 
tude, may be for public consump- 
tion only. However, if there is a 
remote chance that this is not the 
case, then Castro is displaying an 
amazing lack of information 
about Capital Hill. Or is it possi- 
ble that he is counting on Russia 
to absorb the Cuban output? 

There already are strong hints 
that the Sugar Act may be re- 
vised in its next extension so that 
there will be a large share of the 
U. S. market for domestic pro- 
ducers and a considerably smaller 
share for Cuba. 

The Sugar Act sets the volume 
of sugar that can be sold in this 
country during any given year. 
Bill normally contains elaborate 
formulas that govern quotas on 
sales of sugar by both American 
and foreign producers. Up to 
now, Cuba’s share of the total 
quota has averaged about 30% 
in past few years. The House of 
Representatives will not take any 
immediate action on the Sugar 
Extension Act, as was planned 
only a short time ago. This legis- 
lation, which expires December 
31, 1960, would normally have 
been renewed for another four 
years. 
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Opportunities to Spread 
Our Buying Advantageously 


There is a good possibility that 
the other Latin American Re- 
publics will obtain larger quotas 
at Cuba’s expense. The Philip- 
pines also regard Cuba’s land act 
as the long-awaited opportunity 
to obtain a revision of its sugar 
quota held since 1934. Senator 
Smathers (D.-Fla.), a member of 
the Senate Finance Committee, 
proposes that the Sugar Act be 
modified, empowering the Secre- 
tary of State to lower a country’s 
quota if that nation “denies fair 
treatment to U. S. nationals, or 
our commerce, navigation, or in- 
dustry.” He also suggests that 
the Sugar Act could be extended 
indefinitely but producing coun- 
tries’ shares be set for only a 
year. This would enable Congress 
to revise quotas should any coun- 
try start a program to expropri- 
ate American sugar holdings. 
These remarks by Sen. Smathers 
marks the first instance of any 
open warning by a U. S. official 
to Sr. Castro’s government. 


A Protege of Karl Marx? 


Many reams of copy have been 
written speculating as to whether 
Castro and/or his Government is 
communist. There are many Cu- 
bans who agree with American 
businessmen that Castro’s econo- 
mic and social reforms follow the 
Marxism-Leninism pattern. The 
land reform measnre and the ex- 
propriation of holdings of large 
sugar companies as well as other 
projected changes in Cuba’s eco- 
nomic structure initiate a prelude 
to socialism. 

First. let us brieflv look into 
the main obiectives and means to 
reach this goal, as laid down by 
the Kremlin prophets. The over- 
all objective of communist strat- 
egy is to bring forth the cata- 
clvsm predicted by Karl Marx. 
Political leadership is mandatory 
and is considered far more im- 
portant than all others. This 
leadership must be held by the 
Communist Party and Red or- 
ganizations must extend to all 
phases of the social structure. 
Communist groups are essen- 
tially military and para-military 
staffs and cadres. Red leaders can 
use three strategic weapon sys- 
tems devised by Lenin. They are: 
revolution from within; revolu- 


THE 


tion from without; and revolu- 
tion from above through a coali- 


tion government. Lenin stated 
that none of these means has 
dogmatic precedence. They can 
be used one at a time or in com- 
binations as long as the strategic 
objective is obtained. 

Whether or not these orthodox 
principles can be used to inter- 
pret Castro’s policies remains to 
be seen. The Cuban revolution is 
far from complete. Castro is be- 
ing snowed under with demands 
for reform and appears to be 
confused in the proper methods 
to harness for his purposes. 


Here is the Set-up 


If Castro himself is not actu- 
ally a communist, his closest col- 
leagues are. His brother, Raul, a 
dedicated communist and violent- 
ly anti-U. S., is in command of 
the Cuban Armed Forces. Ernes- 
to Guevara, a devoted Marxist, is 
in charge of the La Cabana For- 
tress. Communists also are the 
driving force behind the educa- 
tional program for the Army and 
are actively “rewriting history.” 
The Reds, also have penetrated 
the labor unions, press, schools, 
and communications, all tradi- 
tional Marxist targets. “Hoy,” 
“Mella” and “Fundamentos” are 
the widely circulated Red publi- 
cations today in Cuba. Although 
the communists are still very 
much in the numerical minority, 
they exert considerable pressure 
on Castro in view of their 
thorough organization, discipline 
and aggressive militancy. 

There are many experts who 
currently claim Castro is not a 
communist, but is merely trying 
to use the Reds as the best 
trained and competent workers 
available. Less is said about the 
fact that his brother is designat- 
ed to replace him in the event of 
his death. 

Considerable effort is being 
made by these observers to find 
a close parallel between Castro 
and Kassem of Iraq. Both leaders 
appear to hope that communists 
can be used but outmaneuvered 
in a power struggle after their 
period of usefulness is over. 
These two leaders either are in- 
credibly naive or have a frenzied 
grip on the tiger’s tail. Neverthe- 
less, some analysts in Latin 
America believe it would be im- 
prudent for Castro to make an 
open break with the communists 
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at this time. Reason for this is 
the confusion resulting from a 
struggle with the Reds could 
lead to a new dictatorship that 
would be far more repressive 
than the Batista regime. At the 
seme time, Cuba’s labor member- 
p is beginning to have strong 
ubts about the feasibility of 
ing-in with the Reds. A sharp 
feat was recently inflicted on 
e communist party in nation- 
de union elections. The com- 
inists failed to make any signi- 
ant showing. 


is 
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Counter-Revolt in the Making? 


There are many conflicting re- 
rts today of a revolt brewing 
the eastern part of Cuba. This 
eged opposition is said to have 
e increasing support of the 
ddle class who are deeply con- 
rned over an indicated com- 
inist take-over. Executions in 
iba are being continued on a 
‘ge scale and reflect establish- 
ed communist methods to deal 
th “counter-revolutionists and 
visionists.” 
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Castro’s Economic Problems 
Loom Big 


Castro will have to move care- 
ily with the middle class and 
ep a lid on inflation. Cost of 
living gain in Cuba during 1958 
as in the 5°-10% bracket but 
slowly edging upward. This 
rate of increase per annum would 
more than sufficient to wipe 
out savings and create further 
balance of payments difficulties. 


American Investment 
Seek Other Outlets 


There is clear evidence that 
Castro’s regime stands a good 
chance to reverse the sparkling 
progress made in broadening the 
base of Cuba’s industrialization 
program. Cuba’s sister Republics 
are moving rapidly ahead and by 
1975, should be receiving an in- 
flow of $2.5 billion U. S. invest- 

nt capital per annum. Ameri- 
can funds will be pumped more 
and more with manufacturing 
ventures in Latin America rather 

ian agricultural and metal ex- 
act industries. 

Since world demand for manu- 

ictured goods will soon exceed 


lobal requirements for food- 
uffs and naturally - produced 
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raw materials, the Latin Repub- 
lics will be able to export manu- 
factured items in quantity for 
the first time. This will occur 
even in shipments to those coun- 
tries with well-established pro- 
duction complexes. 

Most of the South American 
countries are also launching a 
striking series of currency stabi- 
lization programs so as to pro- 
vide a strong lure to foreign 
capital. In addition, these nations 
are beginning to realize that true 
and lasting development of social 
structures comes through co- 
operation with private  enter- 
prise, as contrasted with inter- 
government loans and regulative 
agencies. 

That is the apparent choice of 
the mature Latin American offi- 
cials and business communities 
today. Whither Cuba will go is 
questionable. But it would be 
tragic if a promising young 
nation, with a wealth of sound 
business acumen, takes the reck- 
less course that can only lead to 
disaster. END 





For Profit and Income 





(Continued from page 401) 


as much as a record $4.60 or so 
a share, against last year’s mode- 
rately improved $3.85. On a 
$1.80 dividend, raised early this 
year from $1.60, the stock is 
still reasonably priced. 


Others 


May Department Stores ap- 
pears a sound buy at 48, off from 
recent high of 5352, on a secure 
$2.20 dividend and with a record 
of continuous payments since 
1910. Net this year may be in 
the vicinity of a record $3.60 a 
share, up from last year’s $2.95. 
... Associated Dry Goods, whose 
best known major store is Lord 
& Taylor in New York City, is 
well situated. Profit for the pre- 
sent year should approach $4.85 
a share, up from last year’s im- 
proved $4.15, and at a new peak 
by goodly margin. On a $2.20 
dividend, recently raised from 
$2.00, the stock is fairly priced 
at 50, off little from recent high 
of 531%. 


A Speculation 


Klein Department Stores op- 


erates three stores in the New 
York City area on a low-cost, 
low-markup, fast turnover basis. 
Profit for the year ending July 
31 should be around $1.75 a 
share, against the prior year’s 
$1.41. A major new store, largest 
in Westchester County, is in par- 
tial operation and wil! be com- 
pleted by late summer. This fig- 
ures to add roughly a third to 
annual volume, taking it to the 
vicinity of $120 million. The 
profit potential for the year start- 
ing August 1 may be between 


$2.50 and $3.00 a share. Divi- 
dends are now at a $1.00 rate. 


Listed on the American Ex- 
change, the stock is now around 
18 in a 1958-1959 range of 1914- 
954. While by no means cheap 
on a current basis, the issue’s 
speculative possibilities over the 
next year or so appear substan- 
tial. END 





6 Companies Reporting 
Sharply Higher Earnings 





(Continued from page 396) 
year is expected to remain well 
above that of last year and U. S. 
Plywood’s fiscal 1960 earnings 
could rise to the $5 area. 

Plywood is truly a “wood of a 
thousand uses” finding wide- 
spread application in construc- 
tion, boats, trucks, and trailer 
manufacture, packaging, and 
several other industries. U. S. 
Plywood is the world’s largest 
plywood organization and is 
completely integrated from tim- 
ber to distribution, the latter a 
source of particular strength. In 
fact, it only manufactures about 
half of its sales requirements, 
purchasing the rest from other 
manufacturers. 

In tune with the volatile price 
structure of the industry, earn- 
ings fluctuated between $2.47 and 
$5.54 over the past ten years 
averaging $3.55 and in sympathy, 
the market price of the stock has 
displayed a similar pattern. While 
there is some feeling that future 
price fluctuations will be less se- 
vere, only time can attest to this. 
The industry is still highly com- 
petitive, although the number of 
new manufacturers entering it 
has been trailing off in recent 
years. 

U. S. Plywood has mace many 
acquisitions in the past and cur- 
rently is negotiating to purchase 
the assets of Booth Kelly Lumber 
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for a reported $80 million to be 
raised through private note place- 
ment and public security offer- 
ings. However, a suit not involv- 
ing U. S. Plywood, filed by an in- 
terested party, has legally con- 
strained the company from con- 
summating this deal and there 
has been no indication to date 
how much time might pass be- 
fore settlement allows the pur- 
chase, if indeed, the court decision 
allows it at all. 


U_ S. Plywood’s timber re- 
sources are estimated at 4.3 bil- 
lion board feet and are carried 
on the books at a conservative 
$28.9 million. Financial position 
is strong with a current ratio of 
5 to 1 and $66 million net work- 
ing capital at April 30, 1958. At 
that date, the 2.4 million com- 
mon shares outstanding were 
preceded in the capital structure 
by $37 million of long term debt 
and $11.3 million preferred stock. 
However, the stock’s price history 
dictates a vigilant attitude to- 
ward any holdings or contem- 
plated purchases of the stock. 


Investment Conclusions 


Conclusions can never be 
drawn in a vacuum, and the mar- 
ket atmosphere in which these 
are now being made is not con- 
ducive to overwhelming enthusi- 
asm. Keeping this in mind, in- 
vestors can aproach these issues 
with a certain degree of interest, 
depending of course on individual 
objectives. Archer-Daniels-Mid- 
land and Celotex have attraction 
on a yield basis, with the former 
strengthened somewhat by its 
strong working capital position. 
Technically, U. S. Plywood is in 
a vulnerable position. Swift has 
long been regarded as the meat 
packing issue possessing relative- 
ly the best investment stature, 
but it does appear to be amply 
discounting the possible dividend 
boost. Motorola compares favor- 
ably statistically with others in 
its group, but the group is selling 
at what are seemingly excessively 
high earnings multiples. Litton, 
though highly speculative and 
rich in relation to conservative 
valuation standards of the past, 
could be considered by investors 
willing to asume the risks in- 
herent in the situation, using 
special care to plan new commit- 
ments only on a sharp reaction. 

END 
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Anwers to Inquiries 
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increased to 70 cents from 68 
cents in the comparable period of 
1958. 

Net sales of Corn Products and 
its domestic and Canadian sub- 
sidiaries totalled $115,266,043 for 
the first 3 months of 1959, as 
compared with $110,904,004 last 
year. Net income applicable to 
common shares was $6,497,463 
this year, as against $6,260,601 
in 1958. 

Overseas, the sales volume of 
the international company was 
also quite satisfactory in compar- 
ison with the same period a year 
ago. The liquidation of excess in- 
ventories among customer indus- 
tries in Great Britain and west- 
ern Europe that prevailed in the 
Fall of 1598 is now ended and is 
refiected in rising sales levels. 

Earnings for the full year of 
1958 were $3.00 per share on a 
pro-forma basis and sales were 
about $470,900,000. 

Current quarterly dividend is 
5 cents per share. Sales and net 
income are expected to show a 
further increase over coming 
months. 


Collins & Aikman 
“As a subscriber to your magazine I 
would appreciate receiving late data on 
Collins N Aikman Corp.” 
S. B., Bar Harbor, Maine 


Sales of Collins & Aikman 
Corp., leading manufacturer of 
fabrics and yarns, totalled $45,- 
360,000 in the fiscal year ended 
February 28, 1959, compared 
with $40,188,000 a year earlier, 
an increase of approximately 
13%. Income from operations 
totalled $1,842,000 compared 
with $1,441,000, an increase of 
approximately 27%. 

Net profit after taxes and cred- 
its for extraordinary items 
amounted to $1,168,000 equiva- 
lent to $2.27 per share on 514,800 
shares outstanding at the end of 
the fiscal year. This compared 
with net profit after taxes of 
$847,000 in the previous year, 

In the face of uncertain gen- 
eral business conditions prevail- 
equivalent to $1.64 per share. 
ing during most of the period, 
the company made substantial 
progress. Long-term debt de- 
creased by over $500,000; earned 


surplus increased more than! 
$800,000; and the ratio of cur- 

rent assets to current liabilities 

as of February 28, 1959 was 6.2) 
to 1. 

The company is interested in 
broadening its product lines, and 
plans to concentrate even more 
heavily on new product develop- | 
ment and new manufacturing ~ 
techniques which will allow it wr 
enter new markets, and the com- 
pany is also investigating the} 
possibility of growth through 7 
acquisitions in allied fields. While 7 
sales to the automotive industry 
were less than the previous year 
in keeping with the business 0° 
that industry, the company was 
able to increase its distribution o- 
other products sufficiently to more 
than make up the difference. Col- 
lins & Aikman feel that new prod- 
ucts that have been developed in 
recent years have contributed to 
the growth picture and at the 
same time have helped to sta- 
bilize sales from period to period. 

The president of the compan) 
“conservatively” estimates profits 
of about 30 cents a share for the 
first fiscal quarter ended May 30 
on sales of “approximately $10 
million.” This shows a good im- 
provement over the showing a 
vear ago when first fiscal quarter 
reported an operating loss of 
$323,698 and a net loss of $121,- 
967, on sales of $8,235,952. The 
company’s principal product lines 
include automobile and furniture 
upholstery fabrics, deep-pile syn- 
thetic fabrics for women’s coats, 
plush fabrics for toy animals, and 
textile yarns. According to the 
chief executive, new products, 
such as a different type of coat 
lining and two or three new types 
of yarn account for about 40% 
to 50% of the sales increase. 
Since the first fiscal quarter nor- 
mally is the poorest of the year, 
the president said, profits in the 
second quarter are expected to be 
higher than the first quarter un- 
less there is a protracted steel] 
strike. A steel strike obviously) 
would adversely effect the auto- 
motive end of this fabric com- 
pany’s business. If the present 
level of general business is main- 
tained, the results for the current 
year as a whole should be satis- 
factory. 

Dividends last year totalled 45 
cents per share and 40 cents has 
been paid thus far in the current 
year. ENI 
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Mid-Year Market Forecast 





(Continued from page 371) 


Readers may recall that at the 
beginning of last August these 
lines crossed sharply, presaging 
the 100 point break in the mar- 
ket. But such a signal is not yet 
apparent. Nevertheless, for the 
moment, investment activities 
should be conservative, and this 


market “barometer should be 
watched closely. 
Conclusions 


On balance, weighing the fun- 
damental and the technical fac- 
tors, we believe that prices of 
many bonds may be adversely 
affected if the government raises 
the rate on government obliga- 
tions as is most likely, so that we 
suggest a careful check of the 
issues you hold. As far as stocks 
are concerned, we recommend the 
maintenance of your investment 
position in established progres- 
sive companies, with soundly 
diversified activities, and also 
American corporations of top 
level calibre with substantial and 
valuable foreign holdings, and 
lucrative markets both at home 
and abroad. Suggestions in such 
issues, as you know, have been 
made right along ia the Magazine 
of Wall Street. In the current 
issue we refer readers to our 
special story, “The Canadian and 
American Companies Developing 
Canada’s Enormous Iron Ore Re- 
sources”—and it will be interest- 
ing to subscribers to note the 
soundness of our recommenda- 
tion of U. S. Steel, made at a time 
of uncertainty in the Steel Indus- 
try, which was considered not 
only on its excellent earnings 
showing but on its vast mineral 
holdings in Canada and else- 
where.—Monday, June 15. 
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Permanent Peace 
A Check and Balance Plan 
BY Tom SLICK 

This book is a promise of a world 
without crises, without fear of hydro- 
gen holocaust—a world of permanent 
peace, and total peace, or so the author 
hopes. 

The heart of the book is a plan for 
total disarmament, meshed with the 
growth of a collective security force. 
within the framework of the United 
Nations. Units of this force, retained 
by the home countries, and a system of 
inspection and control, guarantee the 
safety and the security of all partici- 
nating powers. No nation is called on 
to reduce its military power until after 
the creation of equally effective collec- 
tive defense forces. 

The author exposes the flaws in our 
present disarmament policy, and gives 
a clear, provocative review of United 
Nations actions for peace. Point bv 
point, he compares his plan with others 
less complete and. in his opinion, less 
feasible. His analysis brilliantly illu- 
mines the subject of foreign affairs and 
peace planning. His plan, in its clarity 
and completeness, in its imaginative 
sweep, compels a careful re-evaluation 
hy each reader of the problem of col- 
lective security. 

Permanent Peace concludes with co- 
gent, practical suggestions that every 
citizen can put to work for this promise 
of international peace and prosperity. 
There is no guarantee of course, that 
Russia would accept any plan, no mat- 
ter how praiseworthy. 

The book bestows a fresh sense of 
urgency to the need to establish now, 
before it is too late, a flexible, imagina- 
tive yet workable, program for perma- 
nent peace. However, the author’s plan, 
on examination, may have to be imple- 
mented with greater protection for in- 
dividual sovereignty. 
Prentice Hall 

Survey Of Oils 

Canada’s oil industry is going 
through a key period of consolidation 
that will set the pattern for future 
growth, says the 1959 edition of the 
Financial Post Survey of Oils. 

This reference book reports that 
world events are pushing Canadian oil 
and gas into an increasingly important 
role as a source of energy. 

The 252-page annual provides details 
on active oil and gas companies in Can- 
ada and is the most comprehensive of 
its kind. 

It covers producing, refining, pipe- 
line, exploration and drilling organiza- 
tions and gives information on produc- 
tion, reserves, earnings, dividends, 
acreage interests and management. 

A special map section gives up-to- 
date views of important oil and gas 
fields, including newly-developed areas. 

The volume also provides an eight- 
year price range of oil and gas stock 
movements. 

A section listing inactive and defunct 
companies brings to over 2,500 the total 
of companies covered. 

Financial Post, Toronto $4 


$2.95 
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Soviet Economic Aid 
The New Aid and Trade Policy 
in Underdeveloped Countries .. . 
BY JOSEPH S. BERLINER 


In India, the Soviet Union is buil«- 
ing a steel mill . . . In Afghanistan, 
the Russians have paved the streets cf 
Kabul, the capital city ... The prospect 
of Soviet aid to build the Aswan Dain 
in Egypt played a part in precipitatinz 
the Middle East crisis. 

When Burma and Ceylon have haji 
surpluses of rice and rubber, it has 
been the Soviet bloc that stepped in to 
buy these goods—or to barter them fer 
manufactured products. Throughout the 
underdeveloped nations of the worl, 
Soviet emissaries are offering trade 
agreements, long-term credit at low ir - 
terest rates and technical assistance 

What does this mean? Are the Rus- 
sians out after political game only? Or 
is there some advantage to the Soviet 
economy in these transactions? Does the 
Soviet Union produce enough to supply 
the needs of the underdevelopei 
countries? Can it expand its prograza 
greatly in years to come? 

To examine these and many other 
disturbing questions, Joseph S. Berliner 
has made a careful study of the size, 
character and direction of Soviet aid 
and trade relations with the underde- 
veloped countries of the world. 

In Soviet Economic Aid, Professor 
Berliner provides basic data and origin- 
al analysis. He makes clear what is 
known and what is not known about 
Soviet motives and methods and demon- 
strates the role of the other countries 
in the Soviet bloc. Concisely presented, 
his study explores issues that are basic 
to the formulation of sound American 


policy. 
Praeger $4.25 
All In One Lifetime 
By JAMES F. BYRNES 
Taft was President when South 


Carolina first sent young James F. 
Byrnes to Washington as its junior 
Congressman; Truman was President 
when Mr. Byrnes resigned as Secre- 
tary of State and then became Gover- 
nor of South Carolina. In the nearly 
fifty action-filled years between lay an 
extraordinarily varied and important 
public career which took him to within 
a hairsbreadth of the Presidency. 

This book is an absorbing account of 
a life of public service, more distinctive 
than most, in that the author has held 
more high offices than any American 
since the days of Jefferson, including 
long membership in both Houses of 
Congress, a seat on the Supreme Court 
of the United States, head coordinator 
in the Executive branch of the govern- 
ment in the Second World War, Secre- 
tary of State and Governor of his state. 
In performing these offices he was at 
the center of great affairs. 

The author, although he has walked 
with the great, has never lost the com- 
mon touch. His sense of the realities, his 
good humor and his keen wit, as illus- 
trated in this book, bring him close to 
the American people. 

Harper $5.00 
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Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Whose investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
. . . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account. . . advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








a ull information on Investment Management Service is yours for the asking. Our rates are 
hased on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us q list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee... 
can benefit you. 


and to answer any questions as to how our counsel 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 


120 WALL STREET 


NEW YORK 5, N. Y. 





THE FORWARD LOOK 


New truck swims rivers, climbs 
mountains, floats from the skies. 


Developed by Chrysler Corporation for the 
Army, this aluminum 214-ton-capacity truck 
is light, and yet rugged enough to be para- 
chuted from the air. Even when loaded, it is 
still lighter than empty conventional 214-ton 
vehicles. Eight-wheel drive carries it over 
rough terrain with the ease of a tank. An out- 





board on the tailgate takes it across rivers and 
lakes like a motorboat. The incorporation 
of commercial truck components makes it 
readily adaptable to volume production in 
existing manufacturing facilities, saving 
costly tooling and millions of dollars for the 
taxpayer. Another example of The Forward 


wok at... 
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